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Abstract 


The purpose of this thesis is to examine the economic 
effects of a guaranteed income proposal for Canada. Starting 
with a short discussion of poverty, the present measures of 
social welfare are examined with emphasis on the advantages 
anc problems involved in this program. This is followed by 
a comparison of alternatives to this system, concentrating 
on guaranteed income proposals. | 

The effects of guaranteed income proposals; specif- 
ically those of Milton Friedman (Negative Income Tax) and 
Robert Theobald (Basic Economic SecUrity), on the distribution 
of income in Canada are then examined, with special attention 
given to comparisons with the present measures of social 
welfare. 

Finally, there is a discussion of other economic 
effects which guaranteed income proposals may have, notably, 


efhecus. Om work effort and incentive. 
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Chapter 1 - Introduction 


The purpose Of this thesis 1s to examine the effects 
of alternative guaranteed income proposals on the distribu- 
tion er ineome in Canada. It is very difficult to compare 
theoretical proposals of income redistribution to a system 
already in operation, such as the Canadian program of welfare 
and transfer payments. An economist can delineate the 
speaeetane effects and costs of a new scheme but cannot make 
a value judgement as to whether or not it should be implemented: 
this 1s a political decision. The acceptance of any scheme 
depends directly on the relative importance of the costs and 
the benefrits to be derived from the program. Because of this, 
the two alternative proposals of guaranteed income developed 
in this thesis are compared, using a modified cost-benefit 
framework, to the present system of redistributing income. 

Why should we study guaranteed income proposals? 

The Canadian government currently has a number of programs, 
the purposes of which are to redistribute income, that is} to 
take spending power away from some part of the population 

ang redgisvuribuve 1G cowards the lower income f@roups. |The 
government has, therefore, made an implied commitment to 
provide a minimum level of income to all individuals, but 

the present mosaic of measures designed to ensure this result 
is deemed both excessively complex and unduly costly. It is 
tierel ore areucd™ that it would be deSirable to introduce a 


single plan to meet the implied commitment of the government 
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aD De 
as simply and cheaply as possible through the introduction 
Cie income floor for "all those who cannot, or should not, 
fora variety of reasons, earn their living through the 
normal methods. } 

Until recent years, the government has followed 
CeO rerona lepohicles*or redistribution by taxation, Dy 
transfer payments to-certain categories of the Civizenry, 
ioeoramole tne acteu, ne Olind@ aid tie dleapled, and py 
certain expenditure programs, for example, medicare schemes 
and public housing expenditures. However, under this system, 
PMeee wag cer Over appingrot Categories and, in many cases, 
We-ay persons Nave wou qualified for any of the available 
transfers. 

In recent years, more and more notice has been given 
to a new type of redistributive program--that of guaranteed 
income. This system would alleviate the above-mentioned 
PLeoolen Dy sgluingy Aasea matter of right, extra income to 
needy families “arid individuals, not because they are old ‘or 
blind, but because they are poor. This would also solve 
the problem of families who suffer, not from a lack of income, 
but from an insufficiency of income. Approximately 70 per 
cent of all non-farm families who were considered to be poor 
by the Economic Council of Canada had income of some Tee 


This new type of redistributive program has been 


SBC Ono Ie Council of Canada, Fifth Annual Review 
(Oerawa, Queen's. Prinver e906), pselie. 
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mentioned, and occasionally, theoretically examined, in a 
number of articles over many years, but it has only been 
recenvyeciaia lt sas Deen Seriously considered as a practical 
alternative to the system of transfers now in effect. The 
Economic Council of Canada has recommended that the "Possi- 
DiLeCweon Tnelr uceeruiness for Canada be subjected to 
serious and thorough eee angucve, Drookines Institution 
has-held a conference of experts to determine the possibility 
of implementing such programs. 

Following the advice of the Economic Council of 
Canada, this thesis attempts an evaluation of two different 
methods of redistributing income through a guaranteed income 
plan: the two plans are negative income tax and social 
Giyedend taxation, 2an0 their effects, on the distributiom or 


income in Canada is examined. 


ie ecole 


For a summary of this conference, which took place 
June 8-9, 1966, see C. Green, Negative Taxes and the Poverty 
Problem (Washington, D.C.: The Breckings Gneu cut lon, Looms 
Chapter a, 
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Cheover’ ce -UThe- Problem of Poverty 


Cenadencomluamoe, and Olcen Js, reLerred [oO as an 





Proeimenuecoclce ly.) oes land a46 wealiny in resources, both 
Meverial anc iumen,sas Canada seems to be, is there any need 
Tor amoroving the battery of provisions for poverty that now 
Cxist? The answer seems to be an unqualified yes! Poverty 
can be separated Acai TWO TYDES, avseCluve and relavive, 
Absolute poverty may be defined as poverty which is serious 
enough Go Cause severe physical suffering and, in the extreme 
Coe mest... helacgive DOVerly, Oletme obner hand, is 
SeeciveGIOn 8h tne Conditions Of Soeclal exisvence serious 
enough to impede normal human relationships. For example, 
Comes Ll toeroc Ol .cOnSUMDGLON, —1nclucang housing, cilcthing, 
Gratis pOreeo1On, cCivervaimmenl, and education, may be pre-— 
Pequmertes FO accepuance iin social Broups The welfare 
programs now in existence strike mainly at absolute poverty. 
Porecskample,, D.5. omit staves that, “We don't let him or 
Poseiamily actually suarve, a multitude of welfare measures 
See co cthac. We provide @ marginal exisvence whicn 1s 


guaranteed to break any spirit and create marginal people. "* 


liicidentally, this need may very well account for 
the tendency of some poor people to purchase expensive auto- 
mobiles and clothing while neglecting nutritional and medical 


Reeds. There is Se point atewhach acceptance by socielryais 
more important to us than even physical health and survival. 
a 


D.B. Smith, "A Simplified Approach to Social Welfare," 
Canadian Tax Journal, Vol. 13 (June, 1965), p. 260. 
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Teen cdenocravic country such as Canada, there is a 
Prevolicuionl coyerdsyequality, both political andl economic. 
Equality in the economic sense can refer to: (1) actual 
equality in welfareyat any given time; (2) equality of 
opportunity; and/or (3) maximum welfare to all members of 
eo 

Thee prescntscistribution of income in Canada ts shown 
iGram@oOrenZ Curve wareure.--lwarndeTanliete— It can be seen 
from this curve that there is a large discrepancy from perfect 
equality.of income. (‘This curve shows the distribution of 
income for families and unattached individuals. A curve 
Showing distribution of income on a per capita basis would 
show even more inequality, and a curve showing distribution 
of wealth still greater inequality. There are some socio- 
logical, psychological, and economic justifications for 
Significant inequalities in income and wealth. For example, 
aphigner Anceome, or large wealth holdings, facilitate risk- 
Pacis, ve Necessity Mim aucapitalistic society... Keynes states 
that, "there are valuable human activities which require the 
motive of money-making and private wealth ownership for their 
pebula Petes one Friedman feels that inequality of income 


provides an independent focus of power to offset the 


Pee tine welfare does nov necessaridy imply actual 
equality of income unless all have the same marginal propen- 
Sity to enjoy income. 


oo.) Keynes, The General Theory of Employment, Inter- 


est and Money (London: MeMillan & Co., Ltd., 1936), p. 374. 
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Lorenz Curve dncdicating sncomemDisvriburton ot 


hamilies andsindividuals,incdudingstransfers, 
Urban and Rural Non-Farm, Canada, 1961 





eh fe 
centralization of political power. "Patrons" are provided 
for financing novel ideas and experimentation, and to buy 
phetPirst experimental models! “Finally: PWegva lily O1 anc cine 
allows impersonal distribution, without the need for 
aor ae 

Although there are few people in Canada who would 
uphold perfect economic equality, there seems to be a con- 
sensus that there is POOMEreAT Nar IS parity “Iinecthe distrinu— 
ice income which exists at present. 

Estimates regarding the number of persons living uGa) 
poverty in Canada vary, depending on the criteria used in 
defining poverty. The Economic Council of Canada suggests 
SomcCUMCeCriagwuheiper cent of Anceme spent on MeCeno lees, 
inferring that where a family is using up a good deal more 
than-hali, its ineome’ onlessentials, that family is likely 
to be in impoverished circumstances, having ittle  erc= over 
for education, health, recreation, and other "inessentials". 
Pie Uheomrmurspl estimate; uvhose sramiites Spending 70 per cent 
of their income on essentials were regarded as peor, = ir 
1961, 27 per cent of Canadian non-farm families were in this 
category; adding farm families brought the total to 29 per 
cent of the Canadian population. In their second Breit eicrsy 
families spending 60 per cent or more of their income on 


essentials tweresinciuded. Thissbrought sthe totan to 21 Der 


Iv, Friedman, Capitalism and Freedom (Chicago: Uni- 
Vem nny fol Claicagosiness ,WlOOe.) J 4 ol 
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Oe 
cent of the non-farm families in Canada that were considered 
Doo we re Economic Council of Canada states that, "The 
Statement that one Canadian in every five suffers from poverty 
does not appearito bea wild exaggeration." 

The distribution of income without government transfer 
Ofsany Sort As eivensin Table 2-2 and Figure 2-2. Of course, 
thtemeoiseribution of;income for families and individuals 
reflects the tax structures which help to finance the redis- 
tributive transfers. It is assumed throughout the paper 
that this underlying structure of the economy does not 
change. 

It can be seen that the present system of transfers 
has been most important in keeping many families out of 
poverty and reducing the "before-transfer" poverty gap* of 
many more poor families. However, the statistics used in the 
tables below give estimates that exclude all non-monetary 
benefits. Also, any survey of family income is subject to 
LOsundeereportingjand public transfer income is\ no emception. 

It can be seen that the present system of transfers 
[POmmune various Nevels of fovernment i8 not imonoving the 
distmiburion of income as much as could be hoped. 


Poverty Greaves 4 ViCclous circle, in that chis dren 


SCOR OmC Council of Canada, = iiiih Annual Review 
(Ottawa: Queen's Printers 61903 Meno e l0o2110 5) Pi dee 


The poverty gap is defined by C. Green, Negative 
Taxes and the Poverty Problem (Washington, D.C.: The 
Prookinges insticutpcon,) lOO) ots eae) che treapsbetweenm the 


income of poor families and the income they need to move 
above the poverty line, wherever it may be situated. 
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Figure 2=2 


Lorenz Curve indicating Income Distribution of 
Families and Individuals, excluding transfers, 
Urban and Rural Non-Farm, Canada, 1961 





Skee 
of the poor are more likely to become poor themselves. It 


Romo ee CirClemt@evemus: De broken. For instance, C.E. Ayres 


feels that, 


People endure ehastly poverty. because ... in continuing 
eOr endure whey are= clinging’ tovats lender thréad-of 
SoCcUmlttLy. ~..Wiln the euarantee, of a subsistence 


ineome, so that°come what may, they would not starve 

Towdeavn, most of the present victims of poverty would 

make the effort of reorienting themselves in the aindus= 

teria Le economy. 

Lovertuyeicea Hach ly relagivesconcept. [tis usually 

Vii WweoomiMecermo sol brends In the Clstriburion of income 
eoroughout society as a whole. The problem of defining 
POverty ico a1) the more Complicated by tne fact thal, while 
e@mleact 20 Der cenco of Canadians are Living at a scarcity 
level, some parts of Europe have not yet attained a satis- 
Po CuOrvectvanderd Ol 1ivine, 2nd thatyohe great tlajority of 
Mankind, Which @wells in Latin America, Asia, and Africa, 
Pewee ea eve eo hardly aa DOVE ws tarva CLOn Tevenena In 
Cie clies Bie a meacuUres. OL, poverty, Ee EConomi Gc Council soL 
Vameda states vuhat, 

Such measures require among other things a thorough- 

gsoingvana lysis? of ithe néeds  and@ expenditure patterns 

Gf ditferent types Of families, and a consideration ope 

assets, borrowing power, and income in kind as well as 


money income. It is useful also to distinguish between 
temporary and long-term poverty, and to allow for 


tet gol Ayres, "Guaranteed Income: An Institutionalist 
View," Guaranteed Income, ed. by Robert Theobald (Garden 
City, New York: Doubleday & Company, Inc., 1966), p. 176. 


a Fromm, "The Psychological Aspects of the 
Guaranteed Income," in Guaranteed Income, ed. by Robert 
Theobald {Garden City, New York: Doubleday & Company, Inc., 


1967), p. 189. 
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Ceiorences iu iving costs between different cities, 
towns, and rural areas. 


UlCeras™easure Of DOVercty 18 accepted, the policy vroblem of 
how to aid that family becomes, in one sense relatively 
Simple: tune major issue 18s the Size of the income to be 
Proved. Puro where there are earnings, but on an insvuifri- 
Clee scale, or where there is "an wUnexploited potential for 
Series, tic borterene des are less simple. 

It must be remembered that any form of payment to 
poverty-striken families is only a stop-gap method, in that 
Mem romoOwoi@e bleVietiNes tne CesUulus Ol POverLy, OL striking 
Somune woulses, F£OvVerty 18, O01 course, sometimes preceded 
DeapoeyvCVOloe iCal, semoulonal, health and oOvher problems of 
Pace tury 1oOuals However, Social workers will*testify wnat 
Of tar greater MMOOrteLomuleceecrilecy schironic, Nopeliess, 

PI iis pOveruy., produced Dy massive external social and 
economic forces, has on the appearance and exacerbation of 
erovlems Of vne individual and his family. “These efrects 
Mey persist even alter financial vsupport is provided and 
Sreat@wcely vo. be Ol an order that require social work 
Prestment, torbilied by @ Surong Datvuvery C1, Ovner Communiauy 
welfare Motetaeae: Such Services would include improved 


Ooporuunity and facilities for educavion, Teuraining (progress 


TPeanonte Counerl Of Canada, Fifth Annual Review 
(Ottawa: Queen's Printer; 196c)}/ p- 110: 


ao Schwartz; "An End to the Means Test," Social 
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hs Pine 
improved health care, manpower and mobility programs and so 
Corin ie fOUrIMa jor areas included in the war on poverty 
are: (1) manpower development, training, and mobility 
programs; (2) individual improvement and/or educational 
programs ; (3) COMMUDUDY = 2Ctu10On andr conmmunity change programs; 
and (4) income maintenance etek.” To wage an effective 
war on poverty, programs in all areas are needed. 

Peis oO une, last item ommener ist .or delineated 
areas that we now turn. At the present time, the Various 
eve eeot 2 overmmen’ recistribute, income Unrough a system of 
tCarneunwoneancdreranster. The GOsStsU0r these transfers, 
exclu eingiadmimistration costs, are outlined in Table 2-3. 
Waese figures Pive a standard of comparability for the 
esuimaredmeostsaoreadternatives to this multitude of 
different measures. The cost of these programs is mainly 
covered by revenue from taxes of various types, notably, 
personal income eneSi” Personal income taxes themselves 
heverea redistributive effect on income. since Ghe taxes 
are progressive, they take a larger percentage of income 
from ume Tich, wuiereby causing theimesharoeel after-tax 
tneome to fall rélative to lower inceme=people. Various 


Gost sharing agreements have been entered into by the 


TFoenorae Couneid, of Canada } Piet hatnnea di heveew 
( Obtawaze@teen'!s Printe®y 1968) op. 125. 


Spine Smith, “A Simplified Approach to Social 
Welfare, "*Canadiankiexbdourtal) Vol .@usi(dune, Relat hy bey ees 
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Table 2-3 
Expenditures. on. SocialyWelfare 
All Levels of Government in Canada, 1961 


ineinousands ofebollars 





Federal - Poovancda | 
ee A ee ee Pe eo Be 
Old Age Assistance 


Old Age Security 6235.12 45,988 
Mad to SheaBland 4,200 2,991 
Aid to the Disabled 16; 400 19,529 


Family Allowance and 
Child Welfare 506,200 80,451 


wocial Aid and 
Supplementary Allowance = 67,805 


Unemployment Insurance 
Unemployment Assistance 


Workmen's Compensation 553,679 126, Og 
Veteran's Pensions and 

Allowances 245,005 a 
Other 3,300 30,106 
Sub-total O51, cor 381,037 
Municipal expenditures* 06/62 

Toca L on eg, 696 


pounce:s Publigukecounts. of. Canada, 1961, dcsned by the 
Department of Pinance (Ottawa: Queen's Printer, 1962). Public 
accounts of the provinces of Canada (for complete listing, 
see Bibliography). Also, Financial Statistics of Municipal 
Governments, 1961 and 1962, Revenue and Expenditure, Dominion 
PRs .Ole 5 lata sicse suolic. Kinance and Transpontataon. Divi- 
sion, Public Finance Section (Ottawa: Queen's Printer, 1962). 

* No further breakdown was available. , 
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different levels of government. The federal government 
gives grants to the provinces and municipalities to help 
offset their welfare expenditures.” 

Although these programs of expenditure have aided those 
in need, and improved somewhat the inequitable distribution of 
income, they have many weaknesses which could be corrected. 

The most general defect in these programs is that 
payments depend on specific Cavegortes Or the poor, that is, 
one is given aid because one is old and poor, ~or disabled 
and peor; not “because "one is Simply poor. In some cases, even 
poverty is not needed as a criterion for receiving assistance. 
Because Mor this fact, many needy persons and ramiltés are 
Metre Le kole "For @assi stance : 

In the case of social assistance, the most general 
form of the transfer payments, a means test must be taken 
Go= prove poverty: SThis=of course ‘is “4 humiliating experience 
for many people. One of the most frequeny compolainus of 
persons receiving assistance is that they are made to feel 
like a beggar. This creates unwelcome side-effects such as 
Ury ime vo cheat the agency in question. 

The amount of the assistance payment which is paid 
fo Vreven nov enough. ~ Nov trusting "tne poor vo Spend their 


own money, many departments calculate their needs down to the 


Eigeie Spec lire a ieires: releuiie eso ne cost-sharing 
agiecnienvs,, see the Public Accounts of (Canada, 196041961. 
ce a a a at Bt 


Department of Finance, (Ottawa: Queen's Printer, lOc 
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al les 
emoeleaces and hairpins. AS a Short-term stop-gap, the 
family can wsUrvive on this amount. However, if the need 
becomes long-term, there is no allowance for replacement of 
household items which have worn out, and since the budgets 
diem cscarehulily planned, there Ie vor possibility of saving 
tieseeccdeo amount our of the allottment. This gives those 
on "welfare" no chance to better themselves or their families, 
Ore vomIInprOVe tneir Station in lite. 

Due to the belief that no one should get something 
for nothing, an ablebodied man who cannot obtain employment 
tomccwaOn allowed GO receive Social assistance. Thies” fact 
often contributes to-the breakup of low income families. 
Since separated women, divorcees, or widows, and their 
Chivdren, are clicimle for assistance, tne unemployed Or 
low-paid father is given the choice of watching his family 
Htarve Or deserting. Many desert. This in turn leads to 
policing practices on the part of the departments involved 
VOwcnsure that mother IS not breaking any of the rules. 

Mivs contributes to the “second-class” citizen feeling which 
the poor often have. 

There are few, if any, incentives to work under 
social assistance. “There is an effective 100 per cent tax 
rate on all income earned over and above that received 
irom COvVerhment transier payments. That 1s, for "every dollar 
earned from other sources, the payment received is decreased 
by an equal amount. This means that up to the point where 


the assistance payment is reduced to zero, there is no 
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economacezain from work. Forsan earner who could add little 
MisayUnine pnvO cihlewamount received Pormdoingenothing, there 
is an enormous potential--and in many cases, actual--dis- 
Pncenu emo work, * mescome wmyoes vomecoc ital tassistance; )if 
MOnemt ha ntsievery vamalivamount ofimomey is ‘eanned) (thexentvire 
transrer paymentvis withheld. = Since many poor persons are 
unable to take full-time employment, and cannot support 
themselves and/or their families Dyiworkine ppart—tDanmes ithis 
effective tax causes a great disincentive to work. Needless 
waeve aod \demora lization is therefore ncreated. 

Another basic problem arises due to the fact that 
tere sie tnohecentral ageney jhandling aliepayments ylorthe 
poor.. There are large differences. between the provinces 
as to local residency requirements and the amounts of the 
assistance payments to the poor--amounts that cannot be 
aceounted ‘for pyedifferences (in the standard vot diving: 
ireremiska Lo clhavertcoordimatilonunotconkly (between, Dutwwath— 
in levels of government, causing overlapping and/or gaps 
in payments. 

The above-mentioned problems apply rathér generally 
to all government transfer payments. However, some transfer 
payments have specific weaknesses. 

For example, old age security and aid to the blind 
and disabled have a residency requirement. if a person has 


Tived imeCenada toc less thaneten Wears, puney care ineligible 





woe Green, Negative Taxes and the Poverty Problem 
(Weastanevon. 0c wales erook ines bast ituriony, 1067), po. 40. 
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POretne above assistance. Also, a person may receive one 
Dayment Or ene ouner, but not both, even if he is eligible 
Ome OLin. 

Homilvea Lowadcemnas Marnly been criticized on the 
basis of one or more of the following: (1) such allowances 
may tend to increase the birth rate, especially among 
poorer families; (2) the allowances may not be spent on 
children; (3) the allowances may tend to depress wages; and 
(eae larce  tort1o of the total tamily allowance! payments 
WOULC et OrcO mami liccswno Dy MO Ssureucm ol Lhe imaginavion 
SRemooCr aml nere oul ple Staulouucatsevildence LO: supporE 
OUmLe jcc hr Gie wireUn TWO ObjeculoNs. “Whe validity of Une 
third objection depends on the method of financing and the 
level of the payments. Since family allowances were: intro- 
duced in 1944, wages in Canada have been rising substantially. 
MSO, SEOUL NesexXuvent ona family allowances are desaenmed,, mov 
So much as G poverty measure, but to redistribute income 
POWocos IchmLdrei vie  sOUurtnecrivtcism becomesm lecs maa 
The Economic Council of Canada has suggested that family 
allowances, as a poverty measure should be supplemented 
Dy improved day care facilities for children, whach would 


allow wives to work and therefore supplement the family 


ee leye further antormatvionm ob amity allowances see 
C. Green, Negative Texes and suhe sPoveruy, Problem (Washington, 
bye Cate Thee brook ness. Toi bon, COmmmpp, 46-50, and 
James, Vacdakin, Children, Poverty, ano family Allowance 
(New York: Basic Books, Inc., Publishers, 19608), Chapter 4. 
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Unemployment insurance is a wage-related poverty 
measure. Usually the benefits which accrue to a person are 
related to the amount he has paid into the program, which in 
turn is related to the level of the worker's earnings. While 
Uhewral1O Ol benerits TO ecarnings is usually higher for 
HOw mcome earners Unan for high-income earners, iv is scill 
a See of income. This does not aid the worker whose 
earnings are below the poverty line. Furthermore, if a 
family does not have a past or a present earner, they do 
ROCRCCe iy SLOP any Wase-related program. | 

All the transfer payments mentioned above are mere 
Mine vaavlOns sOl DOVeErty rather than prevenvion and, eradication. 
The ma jOrity of the time spent by public assistance workers 
Goes iro Lhe mechanics OL eligibility devermination and the 
Hagorime of Oetatls OL tinencial assisvance, and, tiererore, 
rPehabilitacvive services and therapeutic Services Suiier. 
The vicious circle of poverty, perpevuated by living on the 
edge of subsistance, cannot be broken without these services, 
since poverty itself. saps earning capacity. A better system, 
enabling self-respect and initlavive 0 be recained, would 


; 2 
help to break the vielous circle. 


 SAvetnaineke Colmc ul .ot Canecs ai. CeO lane vale 
(Ottawa: Queen's Printer, 1968), p. 118. 


es. Tobin, "The Negative Income Tax," in Readings 
ineHeonomics, ed. byeH. Kohler (New York: Rinehart and Winston 
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Chapter 3 - Guaranteed Income: An Alternative 


HU can be Seen that the present myriad of measures 
taken by the various levels of government to eliminate, 
eradicate, and prevent poverty need much improvement. ‘The 
Hpecgualities in Une present Gisiriburson of income in Canada 
Coula then be lessened by a significant amount. 

One alternative would be to improve the coverage of 
the present system by broadening present categories, creating 
new categories, or eliminating all categories. If either of 
the first two approaches were taken, although more persons 
would come into covered categories, there would still remain 
the possibility that there would be persons who were not 
covered. If the last alternative were taken, social assist- 
ance could be made available to all families whose need is 
@reat enough. Also, even if federal financing standardized 
the programs, there would still be one important question to 
Demanewerca. Can the social stigma of being on relief be 
eliminated? Christopher Green feels that, 

the personal touch added im theory by the elienc— 

welptare worker re lacionship Nasenot Worked fou practice. 
Welfare workers, rather than’ spending most of their vine 
providing Services Mo clients, Mluen fspendvaw tedster maalr 
of their time on: paperwork concerning payments and check- 
ine to see whether theirvclientels vill gquadizy® foreiseisr— 
anee. The time problem might be remedied by niring more 
welfare workers. But so long as the welfare worker must 
fenoop! in his clients private: difewas es ucheck conwindi— 
menee and other conditions for Slip iy, ule te cay ice 


hdnece.onOL Ulie welfare worker is likely to be undercut 
by mutual distrust. ; 





se Green, Negative Taxes and the Poverty Problem 
(Washington, D.C. Whe Brookings inst one lOO sabe 59. 
~ 2l = = 















Ont 
be eae bes 


‘ Ef 
TOR yo at 
> pi a) 
Fait dees! 


ig 


ten vd Bs tie: nace 
| ggiped aid, Be) 


LarsS 


- | 
~ 
2. 


- i; é es 4 ied “TO 
Bhs ti6'! whitely ‘Ethae pipehts ee stg aatttsd : 
sete Dir its cuig . 


2 paaatge oar 
V38é6 BA ae 


— 





ofapny etd ed meded 


t bate (2oeoltoaie 
| eettilevpens 


Sal & “f nad ; bivos 


we tneseng sr 
os! ToRedeo wer 

jas ont teakt ed@ 
iol eens  bigow 


iidleseq sty 


‘el e832 Ti -o719700 


abe 9 blweo Saas 


ais .gwoOns J 8eme 


"oats. .2eygeTs sae 


its) .bedewens sd 


taf? thevaenriatie 
heer POY ST. ca 

9% ee oj2ilaw 
at et Low 


nid the 









= 


=) 
7 
> 
7 
Pe 
i. — 


ene ae 


Another problem which could be recviTied™ is “the 
2008 Per cent tax” "on earnings» “If “public ‘assistance ta to 
be extended to cover the employable poor, assuming that work 
is distasteful, this tax rate could do a great deal or damage 
to worker incentives. 

Pn -summary, “to improve the DPesent system ot weltare 
and transfer payments, the following five steps must be taken: 
(1) broaden or eliminate special categories of recipients in 
order to reach a much larger number of poor families; (2) 
increase the benefits by increasing federal financing; (eo 
reduce assistance payments at a rate substantially less than 
a dollar for each dollar earned; (4) improve the client- 
welfare worker relationship; and (5) minimize the social 
Stigma presently attached to receiving Peiere: 

"Categorical assistance" as supported by Helen 0; 
Nichol and other public welfare leaders, involves provision 
of income grants to people on the basis of their particular 
needs and problems. Where guaranteed income Specifies 
minimum income grants to people below designated levels 
(regardless of age Ore pivysical mental, or socia. COndivT On. 
categorical assistance attempts to match payments to needs 
in a more refined way. Basically tits ie -justetie cea orn 
and improvement of the present system which was discussed 
above. 


Similarly, social insurance schemes could be improved. 


lipid, Depo. 
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This would entail extending unemployment compensation, 
EmereseciMesbpenelttssabove theipovervy dine, andeabolishing 
Bhéeslimit onthe period, during which a.person.is eligible to 
peceive-benerits: .However, no.matter.how much the social 
insurance system, or any wage-related approach to poverty, 
was improved, it would not aid in any way those who are not 
employable and their families. 

Therecead Lexan numbersod Obheraproposals, desicned. 6O 
eliminate poverty. Erich Fromm suggests an alternative: 
guaranteed income eevee money. In the present age ofr 
abundance, he feels that.society. ought to make the Doreen 
Meco-s 1 tiles loieead ced food.) shedlver, .clotneme).available 
without charge. At the same time, he proposes a "vast change 
imei Uist CVn FOMAGhe. DrPOOUCHLONs, Of. Commodities. of, individual 
COMeCUMDUL One TO one product LON? Ole Commodities. Tor public “eee 

There are some who are sympathetic to guaranteed 
income proposals as a means of eliminating poverty but who 
prefer to base this upon work opportunities. U.S. Congress- 
Momeenoneaeeb. .Cumtis. has ,. for example ,.joutlines what he calls 
"ouaranteed opportunity to earn an annual Beene s Bus gis 
proposad. ice lamitedto, various, work, training. schemes,, and is 


based on. ther assumptions that. private enterprise. wid. wth 


oe Fromm, "The Psychological Aspects of the Guaran- 
teed, Income,” in The Gusranteed Income, ed. by Robert Theobald 
(Garden City, New York: Doubleday & Company, Inc., 1967). 


acne "ine GCuaranveed Oppcrtumity to carn an, Annual 
Income", in Proceedings of the National Symposium on 
Guaranteed Income, p. 600. 
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some government subsidy, be able to generate enough job 
CelUORy 1 tiesm eel mis mov trea Miya sproposailethat. there be 
wuiversa! opportunity | for saworks»iwith the -sovernment as 
eupwover Chillash resort). tn4leo, tthisetype of proposal does 
HOPR ie lORcnose who; due tolsome physical, mental,-.onr-social 
eendi1 CLons rcannotveworks 

Guananteecdpineomernplans aresaatormeof transfer-by- 
Vaxeautrone: Theseoplanssdliferefromapresent.public transfer 
programs by: (1) the focus on closing the poverty gap; (2) 
ehevemphasis Oneincome, usuallyerelated:-torsize-of+family, 
MSI0ceermsnineei teasciventUniteistedigible for an allowance: 
and (3) the degree to which a tax system is used as a vehicle 
fer transferring income. These plans differ from the present 
eyetvem bnethaty coverage ishuniversalvand-all-paymentse<are in 
Ciehege het rekucade Onc Ra Wweag di ne between the able-bodied 
POCrAandStnosennitiesome Tormeofadisabadity is the heart of 
the difference. Transfer-by-taxation also embodies the 
prineiplenthat, the, poor-can) bestrusted tocaddocaten their own 
funds without government supervision, therefore increasing 
individual freedom of choice and reducing impediments to the 
operation of the market Senet Priedman mentions eight 
advantages of euaranteed income schemes over the present 
Svyevem: (1) they are directed specisicaliy at che problem or 
poverty; 2) etheyagsdvechelps in che mostausefuleform—-cash; 


(3) they are general and can be substituted for many special 


Ge Green, Negative Taxes and the Poverty Problem 
(Washington, D.C.: The ’Brookings Institution, 1967), pp. 5-10. 
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measures; (4) they make explicit the cost borne by society; 
(Subtney operate outside the market; (6) they do not entirely 
eliminate incentive; (7) some of these Systems would fit 
directly into our current income tax system and be administ- 
ered along with it: and Ce they could be far less costly 
than the present Measures, in terme vom both money and degree 
of government intervention. Hevasoustacves a major dis- 
ecVantcage: the political danger that, rather than the ma jority 
taxing itself to help an unfortunate Minority, oe will he 
converted to a case in which the majority imposes taxes for 
its own benefit on an unwilling minority.+ 

There are basically two types of guaranteed income 
Proposals: social dividend taxation, which would fill the 
entire povertysjzap, and Substantially alter the entire 
ine distribution: and negative rates taxation, which 
Wwould=close a portion of the poverty gap. 

The idea of a guaranteed income for all is not 
entirely new, and most of the specific proposals which have 
been orfered contain many links with presently accepted 
Dractices. Not surprisingly, the idea hes appeared now and 
again in the writings of utopian social thinkers such as 


Edward ae One variation of the idea, the "Speenhamland" 


Iv, Friedman, Capitalism and Freedom (Chicago: 


Uninewsd. GyuoiCricagotPress 1L960)%, pp Oa slum 


Cia, Bellamy, Looking Backward, 2000-1887, ed. by 
J.L. Thomas (Cambridge, Massachusetts: The Belknap Press of 
Harvard University Press,! 1967). 
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system, was in operation for a number of years in England 
before it was finally abolished by the Poor Law of 1034. 
Tiwse@syvotem was based Onethe sprice of wheatland: the size of 
aeworker's familys; and was designed to give minimum 
subsistance vosallawhotneeded i102 IWafortunately, itagave 
employers an excuse for lowering wages, and the system 
broke down. 

The idea appeared again during World War II, when 
lady Juliette Rhys-Williams proposed a social dividend 
pre enia iin, ettect, Sthismwasea,. Joiningmtocethersofasceial 
insurance and income tax systems. Its coverage was univer- 
Saie@everyuman, woman, and *childereceived a, dividend, although 
Eheeamountmevaried with sexeand@age. “Therntheory was that poor 
persons would,keep the transfer, while those not in need 
WoreG vevurnoit ton the? government through! thé mechaniess,of 
the personal income tax. 

Aide cuaranteedi minimum incemedplans are, angprinciple, 
alike. Each has three basic variables: (1) a minimum income 
guarantee when earned income is zero; (2) a tax rate, or 
rates; and (3) a breakeven level at which income payments 
ares reduced: to zero.» Any ltwovorn theses three basic, variabies 
determines the third: However, due to personad differences 
iTeuhe auuiors, such as pollvlcaus persuagcicnpor st toldges 
Specializationj~cach, plantiis sdigntl yoda ferentn ge thesmain 


income guarantee plans which have been proposed are those of 


Ita ay Je have-WTlitians, lax twvomeand, Incentive 
(London: William Hodge and Company Ltd., 1953). 
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Milton Priedman, Robert Lampman, James Tobin, Robert Theobald, 
and Edward Schwartz. While a detailed analysis of each of 
Pesos Olanseis beyond the scope if this work, their salient 
features will be set forth. 

Friedman. -- Un¢ermepresent play wsesch Individual iis 
allowed a certain number of deductions and exemptions for 
PUGpvOses sot Vaxingspensonal income, limean individual shas.an 
pnGome  ereater than the sum or Wibis deductions and exemptions, 
Nemvayssaacax On the balance. sie s sncome s.less6 than 
this sum, he Sie bays 10 vax. ~lriedmants proposal wouid 
result in the government making a payment to the individual. 
Priedman suggests a rate of payment of 50 per cent to avoid 
GiScourarement, GOosincentives \ or Melluse trative purposes, 
assume a family of four persons had exemptions plus deductions 
equal to. 63000... This figure mould be wort .oh2 breakeven 
POINT. sO any sncome above this amoung, che tani Ly wyioudd 
bey eoax according to the present sschedules ... Ja, theyshad 
no income they would receive $1500 from the government. If 
a family's earned income was $2000, the family would receive 
Dawyments .0f 6500... that wie.) 50 ser ucenity of shine: sO MCimane o— 
ence between income earned and the breakeven point. 


2 
lampman. - The various proposals of Robert Lampman 


tM, Friedman, Capitalism and Freedom (Chicago: 
Universivy On Ciicago Press, 1902 )% 


See Lampman, "Approaches to the Reduction of Poverty," 
American Economic Review, Papers and Proceedings, Vol. 55 
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Phocey Ge Terenterateseor subsidy tov \be.acdded.toléearnings 
aspreporved under ?thne incomestax. | Sucheasubsidiestare designed 
Vopbrings each dndividualror familys sedependingson itsasize, 
up to Some predetermined income level. .The subsidy scales 
are regressive in the sense that as earnings increase, the 
mavevonesubsidy declines; thevetorerthesercatestgaiduis 
given to the very-low-income earners. Table 3-1 illustrates 
TMemopera ElonsOnPoneso! —Lampman'!seplanss) «As'indicated,.28 
family with no income would be $3000 below the break-even 
Comme esse dgeb>Otperscentasubsidy ravezsethne frfanilyywouldd 
receive $1500 from thessovernmentam laf familyeincome Pe 
$500, the subsidy rate would fall to 45 per cent. The family 
would receive a subsidy of $1125 (45 per cent of $2500) 
Deinecine ri MmemepbOvelpineome £0 $1625. fia higher earnings 
evedsy  theesubsidyaratesdéclineséstill furthers -asmshown. 
Teepo ee This is undoubtedly the most far-reaching 
andrcontroversial of the» various income guarantees plens, both 
in philosophy and content. Theobald's Economic Security Plan 
is composed of two elements: Basic Economic Security (BES) 
and Committed Spending (CS). BES would establish Spina 
income floor for each individual. In the example Theobald 
uses, this would be $1000 for each adult and $600 for Leen 
child. In case there was income from work or other sources, 


this would not simply reduce the BES entitlement dollar 





eh Theobald, Free Men and Free Markets (Garden 
City, New York: Doubleday & Company, Inc., 19639). 
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for dollar. Rather, those persons with income would receive 
eeUcen Vl saWatchstTor the ssake of discussion heasets<at.10 
bericeno.. Lila family lor four .cauned $2000, Lt Sep Ota aamcone 
would be $3400. That is, $2000 earnings, plus $1200 to raise 
this to the BES level of $3200, plus $200 (10 per cent of 
money earned). The second element of the plan; Committed 
Spending, (CS), which would not be immediately implemented, 
ieyoesiened to. provect .the earnings of the middle ainmcome 
group who find their customary living standards are being 
Jecpardizged by the displacements resulting from.cybernation. 
Again using one of Theobald's examples, a person who left 
the work force at age 30 would have a CS entitlement equal 
Poe per cent, Ol Wis ~averace tea rni nes, HoOvernt he prior ~pen 
Vears. or each ~ear ater age 30 Ghat a. ,erson continued 
tO work,,one per cent would be added.to the entitlement up 
UGpcumaxiinum of 05 oer .cent.at.agce,65.» Inno cass could any 
CS recipient receive more than three times the appropriate 
BES benefits. 

ee eee Professor Schwartz's proposal is essent- 
i bya Sobre Lent -out, guarantee, scheme sdescri ped. in yoroad 
verms. Using.a family of four as, an illustration,.his 
Federally Guaranteed Minimum Income (FGMI) could be set at 
any one of three levels: minimum maintenance level ( $3000 


per year); economy level ($4000 per year); or modest-but- 


ie Sige Schwartz, .'an.End to whe Means) Test. " «Social 
Wore Vol. Le (duty, ALOG4) (apo. Saiee 
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adequate level ($5000 per year). Every family head or 
single individual would file a statement of his anticipated 
micome Or Tie Coming year, income Tor tne) last year, and 
rimoer Ol Cepencenusimmt: Nis anticipated imcome=ior the 
vyearelse below his-FCMl, hetwould filesanclaim force Family 
Security Benefit (FSB) to the amount of the difference. If 
it was Pouce hiswraGMl, Ine would isimplyepeay ancomewtax: 
Semwarts indicateswthat angincentive feature couldtbe imcor- 
peraced Invo hisVplan. | This would be avregressiveoformila 
similar to that contained in the Lampman proposal described 
above. ‘Table a8 Lilustrates this scheme. 

Tobin. *- Topehn'snpleneis Similars tro Lampmeanis approach. 
The government would pay the "taxpayer" $400 for himself and 
Sacmimenver: Of Ais fami lyse 2niew-alicwance would be reduced 
by 33° 173 cents¢ for everyo dollar earned Atranr income of 
$1200 per person, the allowance would be zero. Above that 
amount, the family would pay taxes at the rate’ of 33.173 
cents for every dollar searned above the $1200 per person. 
At some higher point; the regular tax schedule wild apply. 
An Aliuerra: on is provided in TablegS-3, usinegeyeiveg person 
family.-" Tobin's plan has families @laiming onsagcurrent 
basis with overpayments or underpayments adjusted on April 15, 
ft tive’ same. mannerzas Under’ the Tesularis riceme, vax program. 


Cah Tobin, "Raising the Incomes of the Poor," in 


Readings in Economics, ed. by H. Kohler, end edition (New 
York: Holt, Rinehart and Winston, Inc., 1968), pp. 719-747. 
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Table 3-1 


Income Allowances Plan: Lampman (Based on a Four-Person 
Family and a Break-even Point of $3000 per Year) 


Amount by 
Wate lancom Dotal 
Is Below Income, 
Rarned Break-even Paciud tae 
income Point Subsidy 
(Dollars)}} (Dollars) ( (Dollars) 





Source: Business Week (November 13, 1965). Based on data 
supplied by Robert Lampman. 


Table 3-2 


Income Allowance Plan: Schwartz (Based on a Four-Person 
Fenty, “Usine-a Minimum eRe. Allowance Guaratee 
Level 


Earned 
Income Received or Taxes Paid Income 
(Dollars ) (Dollars) (Dollars) 


3000-2400 3000-3399 
1000-1999 2399-1700 3399-3699 


2000-2999 1699-900 3699-3899 

3000-3999 899-0 3899-3999 

4000-4499 O 4OOO-4499 

500 and above|positive jtax Tax on amounts 4500 plus 
above 4500 a‘ 





Source: E. Schwartz, ‘An Hnd to the Means Vest, Social 
Wot yaVOL. 99 ( July) 1064). 
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Income Allowances Plan: Tobin (Based on 


Married Couple with three Children) 


Family PRESENT TAX SCHEDULE FROrOSsED TAX SsCHEDpULE 
Tncome . income+- 
Before Income eR Toe relax 
Take Or Ta After Or or 
Allowance ‘) Tax* [Allowance (+) Allowance 


(Dollars) | (Dollars) | (Dollars)| (Dollars) (Dollars) 





pource: J.) Tooin,+ "The Case’ for*an Tnicome- Guarantees ’* The 
Epeiiceinceress, No. 4 (Summer, 1966) pb. 3S. yt eshonlomoe 
mowed that “Protessor Tobin has devised alternate plans. See: 
"Do We Want Children's Allowances?", The New Republic (November, 
1967); "Helping Children," The New Republic (December, 1967), 
Which Giscusses the Foregoing; and 9s Negative, income Wax 
PeacticalS" Vale law Journal (Nevember) 1967 )-e"in the datver 
article, written with Professors Joseph Pechman and Peter 
Mieszkowski, some of the practical aspects of ancome euaranteces 
are examined. 

sAgseumes 42 Standard’ LO "per cene” gdeduction, 

**Point at which the present tax schedule would apply. 
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te a 
Tice Olan eCOonlbainena Orsincentivestovaddgroe tbhe.size-of 
ChepiLamily»above,a.certain level..,,.For each, person, up to 
six, the basic guarantee is $400 per person, the seventh 
and eighth members add 3150. andsnophingsisyaddedi for 
Lamilywemembers inwexcess:otjeicht..) both) Fricdmanandi Tobin 
would have their plans supplant other welfare payments, but 
WOsG tL erine sextents « 
Another interesting proposal put forward by EHarl 
ho LDieand.OuUnerssi Ss etheacredit imcome ase, For example, 
every COCR Mn thea COURLrYelSefivensanvax Credit.~of $750 and 
is obligated» to pay the government one-third of his income, 
notyaneluding the $750. Tai eumakesauieowo( >Osaetiaranzecd 
income, that which a person would receive if he had no other 
mcome. The “break-even'level of income is $2250. If income 
ijiwineexcCessG Of Ulle seb Me -fOVermmentslakes 1aselaxes) one-third 
Of the excess. If income is.below this level, the gevernment 
MakeGceUO Oue=thirds.obuthe shori-tall.wilhis planris,neucra | 
inecesoeCiatOpeScOUpLareor ~individua lew -NO Setpobeindiyaduals 
can gain at the expense of the government by splitting up 
1ALOneMoekler UnitshOrebyAJOLNIMNe seo Loriacns tere eeuniua kv 
@anebe .scen that this isa form, of, nesative income tax” 
and is comparable to Friedman's Dis aaa nes (5Omba x: 
eredit. in place of the standard deductions and exemptions. 
Liwils ~dAveresting tena Leatheatethc obate oR Hawa dd: 


a ee Rolph, "The Case for a Negative Income Tax 


Device," in "A Symposium: Negative Income Tax Proposals," 
Industrial Relations, Vol. 6 (February, 1967), pp. 121-137. 
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Tistituted a program of tax credits in 1965. which, for a family 
Ofe Our swith tan sincomesofless than. $1100 would result ina 

tax credit payment of $72. However, Hawaiits legislators 

were not contemplating wiping out poverty with this kind 

of payment; they were thinking of the relatively harsh way. 

in which the retail sales tax treats the low income Tami ly. 
This tax credit would, through the mechanism of the income 

tax, distribute some money to the poor to make up for the 
ReSress Wwe simpactecot che «wales tax. 

Complicating any evaluation of the income guarantee 
plans described above is the fact that there is considerable 
difference among them as to the level of income that each 
would supposedly—ensure to all individuals and families. 

The guarantee levels range all the way from less than the 
poverty line in Friedman's and Lampman's plans, to the poverty 
iiiew ie Tieobadc!' s bho proposal, from the poverty line to 
modest-but-adequate under Schwartz's plans, and from less 
Caanpoehe poverty. line bo ‘above that amount nveaccordance with 
emacome junderaTobinis. proposal. The first problem is. then 

to determine the amount of benefits to be paid, then the 

plans can be compared more adequately. 

Under fractional guarantee plans which do not propose 
to bring all incomes up to some predetermined level aon as 
the poverty line, the goal of something approaching reasonable 
GOSy lspachel ved oulsarevhewsacritice rot adequate income 


levels. On the other hand, full guarantee plans, which 
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would acheive adequate income levels, do so at costs which 
Mewes Cronibi giveuas ai loractiical mativer: 
Inherent in any income guarantee plan is the danger 

Oi lseincent ive. meObwious ly} Ga “cueranvescdsi ncomesplanawilll 
not destroy incentive (1) where none exists; and (2) where 
it strongly exists. But there is a large vague area in 
Deuween mahdeat least ea sport ioneel yournyweltarenpoor isto 
Desrouncd tin Do-plhe plans sor TheobaddwandrSchwartz give 
bittle orino incentive: to work; while those of Friedman, 
Eemipma ni-andSlobintivaise sericusedoubts.in?lthelbmatternor 
DResernvingnincenvtive: \iProvessortMiktvonik#riedman saysior 
PMS aproposadis 

hike any other measures to alleviate poverty it reduces 

Pace iIMCeMEl ye POL mu MOne elped) COmielp themselves sou iL 

does not entirely eliminate that incentive as a system 

of supplementing incomes up to some fixed minimum would. 


An extra dollar earned adways means more money available 
hor ©Uurvner expenditure. 


in commenting on this»statement, Edward Schwartz states that: 


Panpedmantslbwilvesineincentive teem obsamnablelonlyaas 
tae expense Of “Sacrificing the assurance teva) eramalies 
widl receivesthe income,theyineedr. (yi. eelnisipropesal ror 


providing 4a federally guaranteed income —~.. patd as 2 
mealetencorGriehntels fopendnotronlyeuosthescrilicismeog 
removing the goad of hunger, but of also eliminating 2 
secong-line deterent--the shame of the public means 
vest. 


ty. Friedman, Capitalism and Freedom (Chicago: 
Uiuversicy OL Chicazou Press, 1OGP) Me OmmedO2 


ae Schwartz je Aim End tomthesiesns, Test," sociad 
WorkenVol.) O) (lu lyseeloGH) 5p s O. 
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PhewdvestiOn Of equity is closely related. That is, should 
people receiving subsidies end up with incomes approximating 
chose who’ doenot? 

One of the most attractive aspects of guaranteed 
incomes propesals) at Teastrtostnose wholare in’ thensoctal 
welfare’ field, is the belief that these plans would eliminate 
the means test. Obviously, subsidy payments should not be 
made to the non-poor. Under the various proposals, eligi- 
bility would be determined on the basis of income tax or 
other forms submitted to the government. To the extent that 
Lotonsmat ion would still have to be supplied, the result 
would be something approximating a means test on a universal 
basis. 

Justification for guaranteed income proposals varies 
Widely. — nt one extreme we have Frotessor Milton Pricdmnan. 
Perceiving as he does that much of the increase in fsovernment 
PRoervencl1on invche economy results Promithe tactyuia Ge1c 
tiseampossible for the rulers cf 4 modern stave vora lomweany 
Preup OL Cilvizens To starve, Provessorm Meledmanwoetieves 
that we should devise methods that would ensure a minimum 
income for all and thus eliminate the major present cause 
of government intervention in the economy. 

At the other extreme, we have Professor Robert 


Theobald who envisions a world’ in which increasing automation 


Ty, Friedman, Capitalism and Freedom (Chicago: 


University of Chicago, Press, LOGE) ye Chapters } 
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anaecyoermation will put the majority of the pooulation out 

of work. He speaks of a guaranteed income: 
In the short-run, it is required because an ever-growing 
number of people who ... cannot compete with machines; 
in the absence of the guaranteed income the number of 
people in hopeless extreme poverty will increase.’ In 
the long-run, we will require a justification for the 
distribution of resources that is not based on’ job- 
holding, because this is the only way we can break the 
DEeesent Necessity 70) ensure that supply and demand 
remain in balance. 

Professor Meno Lovenstein feels that although the 
social insurance programs were not instituted to stabilize 
Eneweconomy, they are never-the—less "builo-in stabilizers", 
Guaranteed income schemes should therefore be accepted as 
Ene extension Of the program for the guarantee of national 

2 
Imcemenand the phitosopny of “built-in stabilizers", 

Dili lar CO, Tals» approach. Ovmer individuals, novaply 
Oreo weit, eel have une Justil ication Lor a. cusranuecd 
income is essentially to keep aggregate demand up to the level 


3 


Greerowine productive capacity. Still other writers see 
PUareaiveed Meome Proposals as a way 01 Coordimavine. oie 
multitude of measures now being used for income redistri- 
DUULON. 

There are many other things thav must. pe™ taken into 


“e, Theobald, ed., The Guaranteed Income (Garden City, 


Newecork: Doubleday < Company jalnc eeelOC (ome as. 


eM. Lovenstein, "Guaranteed Income and Traditional 
Economics," in The Guaranteed Income, ed. by R. Theobald 
(Garden ‘City, New works Doubleday “) Company, Inc., 1967); p.123. 


3D.B. Smo, eA oimplitied Approach: to Social Welfare", 
Canadienne lax Journelie VOL. 13 \(Mayeadunesm 1065), 0. 261. 
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account: (1) income guarantees would treat the results of 
tow carnimescapacity but enotits causes; (2) 1t is unlikely 
that guaranteed incomes would accord with ex ietineweunical 
values held yby the. people; and, (3) the, possibility. that 
guaranteed income plans would oe unwanted side effects such 
as having a depressing effect on wages, or increasing the 
Darpohsrate. 

In the following chapter, effects of guaranteed 
ineome proposals. on the income. distribution. in Canada, a 


emealieparteot thestotal, will. be, examined. 
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Chapter 4 - Guaranteed Income and the Income Distribution 


pice Ulere are basically twortypes ef evarantecd 
Tacome proposals, social dividend taxation and negative income 
Caravvou, tie erectus Created by each type sould be examined. 
ROWCTEe, Jneoba td's “bES ts "used as “an=example* or the former, 
while Milton Friedman's negavive mcome vax “is used es -an 
exemple sol the latter. By choosing these two plans in par-— 
ticular, im effect, the two extreme plans are taken. Fried-— 
Man's negative income tax is one of the most conservative of 
CHempropocals, both in justiiication and practical aspects 
SUcheas Level of bDenerits and ease of adaptation to the 
present tax system. Theobald's BES is at the other extreme. 

Tajaiae-cne basic Structure of the modems as given 
above, by applying simple algebra on data from the 1961 Census 
of Canada, the costs to the government and the appropriate 
jacome distributions can be derived. There are many specific 
Pcoowems Sinvolved in this process, necessitajmainge simplifying 
SSeumpelogs peperhaps partially accounting Tom the dearvh of 
statistical work done with guaranteed income proposals. 

The first assumption which must be made concerns 
present transfer payments by the various levels of govern- 
ment. Briedman explicitly staves thav his negative income 
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IM. Friedman, Capitalism and Freedom (Chicago: 
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Similarly, the level of benefits under Theobald!s BES removes 
eed Or OU nem trancters . The lf irsimstep,atheretore, is 
to remove all transfer payments from present income. Table 
4-1 indicates the per cent of income received from transfer 
Payments. Unfortunately, the data 1s not broken down by 


Fabs 7e Tht senecess1 bie tes—the-assumption-that-the 


a pl ewe = 
Nen-Granster Income asa’ Per Cent of Total Income 


Wrbaneand Kura le Nonerarm, Canada, 106] 


Income Class Non-transfer Income 
(Per Cent) 

Without Income O 
Under $1000 35.0 

TOO —_ b1999 S0ns 

ZOOOF 20909 ou 

30007- 93999 ol i 

OOO - $4999 Oe) 

DOO 999 95.4 

6000 - $6999 95.8 

(000 - $7999 0655 

8000 - $9999 elomnc) 

TOC ON= 9515000 O79 

Over $15000 98.9 
Solicce. = Dominimnion Bureau of obavisurcs., Distrib OnwoL 


Non-Farm Incomes in Canada, 1961 (Ottawa: Queen's Printer, 

IS WS aes ie ee 

pieLpercenva ge"jof imcome, receiveds from Mransierspaymenvsiais 

Novus unc uVOnnOs GHS mltiber oim chisliren dn a tamily. 
Tables 4-2 and 4-3 indicate the present income in 

Ganadse by fami lyiteizerva nd. imecones class: 


Tabiecemiude to WEG VAppendia) Gmeitateltne caleuletions 
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ape gtee 
Average Total Ineomey by Income + Class te Persons 
NOtPineranit@iesss Canadas 100! 


Income Class No. of Persons Average Income 


Oe ee NE EE eee 





Without Income WON 2a, O 
Under PERE 499,123 614 
1000 1999 PRR OS) wes 
2000 - $2999 2165676 2,423 
3000 = $3999 12s o fe S503 
4000 - $4999 92,774 4,359 
5000 - $5999 43,761 Bo 26 
6000 - $6999 20, 884 OVe46e 
7000 - $7999 10,916 (HES 
8000 - $9999 DS) Peecn(6c 
10000 - $15000 8,068 TDPN7O2 
Over $15000 59077] ZION 
otal Deo e 76 SNe, 
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Wiel remove transiers Grom present income. Total income 
facneuransters in lO6lawas 22,923 million dollars! Without 
iransters,quoval ilmcome wasqeile253.4 Phase civessag estimate 
eumvotalatcanster payments vasa. ,OoOama li 1Onedol@ercs. = Whae 
total is strictly monies received by individuals and, families. 
The discrepancy between this estimate and that acheived in 
Table 2-3 is explained in Appendix B. rea bee of these two 
estimates include administration costs. 
Friedman's negative income tax is based on @ non- 

taxable income base, or allowable deductions and exemptions. 
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Ta lea —3 
average. Total, Income. for, Families, by Income Class, 


Dymotzemot Pei larsce noe. | On. 


2 person|Averagel|3 person |Averagel|4 person 
Families 


181 

2Os1O! 

33,540 

64,265 

LLB BOK 

ie precy 

11Onees 

64,043 

D(gsoe 

oe O35516 

19000" —_ 515000 ee 965 48,099 
Over $15000 19,843 21,896 


Spe 

peer) 

2,540 

35035 

4,496 

5,466 

6,464 

7,463 

g99 &, ore 

10000 - $15000 GE sexcte) 
Over $15000 25h O83 





Source: Column (2) and Column from the respective 
family size tables, Tables A-2 . ie 6, Appendix A. 
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and children. Because of this, an adjustment must be made 
as to the number of families in each income group which are 
broken Kanes a” Obviously, it makes a great difference 
whether, forvexample, in a family of four, there are two 
parents and two children, or one parent and three children. 
Teer cata On Drowen homes 18 nov adjusted by Size of family. 
It must be eee ores Coats toeenumver Of Chit ldren 1 
a tamily does not aifect whether or not that family is broken. 
Tne tabuletions which lead to cost estimates. for the 
two guaranteed income plans are outlined in the Appendix A. 
Pies cmeOsUscoUImaves 2re UNnCerestimates due To the unirorru— 
hatemeirecunsvance: ol lack-of iniormation. That is, in 
Poe he Olle xe cn eiree ber. UNere IS MoO average Silzereiven. 
TiemcCOosts OF viré guaranteed income plans were computed on the 
Sseumeu lon thay) there were nO MOre Unan Six persone am a 
bata ya yee Ol COUTSes UndeCresuimates, On) tiiewone hands ue 
allowable deductions and exemptions base for the negative 
income tax, and on the other, benefits due from BES. This 
Causes an underestimate of the population covered and an 
OVeresuimate of per capita income. “Simitdarly, sit muscu oe 
assumed that there are never more than two adults ina 
fomily. Tois will cause underestimates or wo reasons. 
Birst, the allowable deduction or the met beneiit 1s greaver 
Loclamaduly than for a child. second; adults often have 


other exempuLons, SUCH as tiltionsiecs sor extra medical 


ae Tables A-9, Appendix A. 
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expenses, which a child seldom has. Finally, the cost 
echeived by theseicaleulations does not include the rural 
Bector Of the economy. Whe Heonomic™ Comune! or Canada 
estimates the number of low-income farm families at Ete) eek = 
Since rural families make up approximately 39 per cent of the 
low-ineome sector, this will increase the total cost sub- 
Stantially.~ 

Whe cost of Preiedmants proposals “estimated ac 
Phew lion dollarawwwhiereas Thecba iki BUS costs! approxi — 
Wecelyel,oO/7 tmeiliton dollars. Upon comparison tor che cost 
CuNCMemDreseny csysvem, estimated in Table A-8, Appendix A, 
it can be seen that Friedman's negative income tax costs 
about two-thirds as much as the Present system of payments 
to non-farm persons, whereas Theobald's BES costs about 
I5eper cent more. 

Looking at the benefit side of the picture, the 
derived imeome distributions of the two plans a@rel indicated 
in Tables =4-4 and 425 The comparison, of these twom,incone 
GLetrieutmons With Gnd without tranemercs 1s depleveds in 
Pigures4icl, by use of Lorenz curves, and 1s sUmmearizediaim 
Table 4-6. By comparing the results of the present distri- 
butionmsot income with transfers paid through the hodgepodge 


of methods in use to that obtained under Friedman's negative 


I elye rate fel Council of Canada, Pirtth Annual’ Review 
(Gttawa: Queetits Pringen, 1960)0pw 113. "2 Tien Ce 


See below for problems and benefits of extending 
coverage to farm families. 
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Figure 4-1 


Lorenz Curves indicating Comparitive Income Distributions 
Of elami Lies and sindividuas,.includingetrans fiers, 
excluding transfers, under Friedman's Negative 
Income Tax, and under Theobald's BES 
Proposal, Urban and Rural Non-Farm, 
Cs aace malood 
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Maes ts 
Redistributive Effects of Guaranteed Income 


Canada, 1961 


a LN ee ee ek 
Per Cent of Income held bye 


Proposal Lowest Quartile Upper "us ruate 
le ee pper ea uadruale er 





No Transfers C.535. 4S 17% 
Present System 11.47% 43.18% 
Friedman 12.29% 43.56% 
Theobald 17.66% MO 05% 


mn haa oo ae ee ee et ee 


P-—aived Sirens Tables 2-1, 2-2, 4-4, and 1-5, e'bove. 


income tax, it can be seen that the burden of redistribution 
falls mainly on the middle income classes. That is, the 
Der cence of National income accruing to the upper quartile 
changes very little from 43.18 per cent, whereas the per 
cent of income accruing to the lowest quartile increases from 
lievyetto Tese9 per cent. Relatively, it is the middle income 
classes that are losing out. Similarly, under Theobald's 
BES proposal, the major portion of the redistributive effect 
is from the middle classes to the poor, ad though "me this 
Case Winer rilcimalsouplay: atismalie parts 

Table 4-7 outlines the comparative effects of the 
programs under discussion. These calculations are based on 
poverty lines suggested by the Economic Council of Canada. 


POD vam individual, the poverty line is $1500; Horse two, 
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Rap le 2-6 


Fersons Aided by Various Systems 


No Present 
ranslers System Friedman| Theobald 


of persons 390,513 SO etyy 
Below poverty line 
452,748 
No. whose poverty 4,261,654 


gap is reduced 


ING. not helped Aisle ueion | 


Average Per oleae 
Capita Income 


Minimum Income ie) ene 
nega vive negative 





Derived from: Tables A-1l to A-33, Appendix A. 


three, or four person family, the lines are $2500, $3000, 
and $3500 GPESOCCULVeELY, LOr a lamily Of fi Ve Cemmore sauac 
poverty line is $4o000.+ 

One of the supposed advantages of any type of guaran- 
Feed, sucome Dla 1s thay 1b COVersea wl persons sn miiccU, mmr 
te of note that the present SYStem Ol transiers cide mere. or 
the poor than either Friedman's or Theobald's plan. However, 
the persons who are Mou covered are sO tdiitecreny 2roups. | tlic 


present system leaves gaps throughout the entire range of 


poor individuals and families. Those who are now covered 





rT fetosalenieke Council “ef -Canadas Wircun Annual heyiew 
(Ottawa: Queen's Printer, 1968), pp. 108-109. 
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by the guaranteed income proposals comprise the group who 
ote mmedtavely below the poverty Line, that is, "those 
least in need", In the case of Friedman's negative income 
tax, Gransters are based on unused deductions and exemptions, 
DOe ON poverty Vilies, whveh®are cenerally hipher. VIteH's 
Pie etact wnat Pives the plan ome of its advantarces--it is 
SOvecastly joined to the mechanism ef the positive income 
case For small families, Theobald'ts level of payments is 
also less than the poverty lines. However, for larger 
families, his benefits bring them above the poverty line. 
pbimilarly,@the present Systemot transfers raises 
more= people above the poverty line than does Friedmanis 
Preposa. The negavive income taxtehewever;, 1s not designed 
TOMremss DErsons above thes povertysiine. dreis only 
Coememed TO Tild®part, of@thespoversy gap. “Teris this#featvure 
that makes the cost manageable. 

Ometne other hand, Theobald's plan, BESS witheics 
haeh Cost, raises three times as many people above the 
poverty line as the present system. The majority of persons 
Wio are helped in this way have comparavively darse families. 

It can be seen from Table 4-8 that Theobald's BES 
aids large families more than Hriedman's negative income tax 
Goes. Also, the larger the family, tne more; comparatively, 


they are helped. Similarly, broken famittes do nov secemiyto 


oe belowmeror modit ication of Nriedman's negative 
hicomestax baseq on poverty tineseratvner than deductions. 
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dable 4-8 
ALO O-famissies 


Theobald and Friedman 


% Income ‘Index 
from Transfer © person base Theoba1d/ 
Friedman Theobald Friedman Theobald Friedman 
iy) 2 S B 
Non-separated 
1 person TOL TiS auale Pee O76 
2 person eel 5.96 1.00 1.00 1.00 
3 person 2 W.62 0.68 0.78 Twit 
4 person eon 4,33 ©.62 O27 12aT7 
5 person 05 7.04 0.93 ihe les 1027 
6 person Sens Om Lee eles Ls Se 
Broken 
2 person She 17.99 Se ak 3202 L200 
3 person 7.56 WE ie Dee. By eg) 1G 
4 person 6.45 1253 69 POeT ipa 
5 person 7.92 1m%.530 2 AL 2706 Leek 
6 person 1230 2503 eriele Le et flake 





Perivedetrom: Tables A-10 to A-20, and Tables A-22 to A=32, 
Appendix A. 
be helpedcead inmmehbasunon=a=separaved Tamilics, by ecltherm of jtue 
iomprovecals, | ALvhough broken Tamil wes Srecei vera larger 
percent of their Income from transfers. a broken amily eis 
Gousistently further below the poverty Vine Than sa non 
separated family of the same size. 

In comparison to the present sysvem ol “ransiers, iv 
can be seen from Table 4-9 that both Friedman's and Theobald's 
proposals help non-separated famiivessmore whan the present 


system, with Theobald's BES Civime tne most. aid. However, 
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Table 4-9 
Average Per Capita Income under Various Plans 


Canada, 1961 


Present 
No Transfers system Friedman Theobald 
eu) (2) ee (4) Vo) 

Non-separated 
Lepers.on 19 G08.0 Plea GO LA SVMO 6 2,053.6 
2 person Oe e) Oe Oe: Pies Cele 
3 person gles 1,796.0 ci ifeat el eee 
4 person eee n7 Tee Tao? .5 1e40a.4 
5 person Ie sis Velo dete Oi. 3 ees 
6 person Cine tf 958.3 iOCen4 5095.2 
Broken 
ee Derson MeyeisyS le) NOG oe Bl Wales as ihpes ye) ese 
3 person 1543250 eK ORO IR Ns eS) 1,339.6 
Heperson NOES) (Sings i ile IA SUS iE 
5 person 868.4 Ip leo. 943.2 1010. % 
6 person Ofeno 958.3 (ote 896.8 


Uereveder rons. Tables’ A=1 sto A-6,7A-10 to A-20) 4-228 to e422, 
Appendix A. 

*This column is‘ an average for both separated and non- 
Sseparaved tamulics. Actually, wher ieuress organ — 
Separated should be higher, and those for broken 
tenLines snould. be ower. 

for broken families, the present system of cransters »acheiyes 
greater benefits, with Theobald's BES in second place. As 
family seize increases, however, Theobald's scheme more 
closely approximates the benefits from the present system. 
The fact that the present system seems to do the best job 

in aiding broken families is only a reflection of administra- 


tive details, that is, in many cases, only broken families, 


Ba relatively small section of the OCpUleuLCny areaclisibie 


Geb oLSgl 
’ shionml aa igre 





571 yt set of 


{Ss (2) 
bod sreges-now 


i O.-oy. noetsq I 
2 avBFe 6 soatag S 
. 6, - a SUNT noateq 
| | y scr, Noes sg 
3 Cyst, noetsy 
; noseiTeg 





rosloutt 


a | TOR. nogieq § 
. O01. OGY, Sela d nostag 

i fewest ESO, 1  NostTsg 

Re 2)> 5 eel Oo; nosyeg 
Ei wis neerog 





] eelda? most bevias® 
-A xfbreqgah 
=—MC 7] } i 7] ! i dé Pay ) 4 tii Fao Sue rate 
‘ , esr - ). ,aalt ae Desereeed 
<4 rH tj rm len =» See 3° SLlusds heya ees 
» a ow si ac I by Tee: otal fing? ; _ 


f 
SayieslS etsolajrit> Go wotaya aneeede SHS pepiiina newest 7 
BA Patines nnoogs of Bsa. aiptsdaadl cia iw .a/t"lened 

7 - 





- 53 - 


forvald. 

IpemMuse bePnoved that although per™éapita income 
teats Own Ele eee iistamily Bizgentinder eMieghesebauter— 
Davives BvOtalutamily ineome is’ inereasing. 

Both Theobald's BES and Friedman's negative income 
tax ensure that Even One RecelVesgusomevineomne.], [neneicher 
case isathis minimum’ comparable with the Economic Couneil 
of Canada's poverty lines. Friedman's income Supplements 
MevertreachethisMlevel) whereas, in the case of BES, small 
families remain slightly below the poverty line and larger 
Ramidies! remainielichtily -above it. 

On the whole, both guaranteed income plans seem to 
do a better job-than the present system, with respect to 
getting money into the hands of those with the greatest 


need. 
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Chapter,5 = Conclusions and Recommendations 


Viewing “(New cost side Of =the=olcture, TL canbe "seen 
that guaranteed income is well within the reach of the 
federal government, especially from Pevearaios vViewpoine. 
On the benefit side, guaranteed income proposals do have a 
beneficial effect on ene ~OTstribuvron ol income, “desoitre 
Some drawbacks. However, guaranteed income schemes have 
Meryeotnier errects wilen mist be takensinto account when 
weighing the overall picture. 

One or the Me ,or complaints 2vout che presen system 
Of transier™ payments is that they offer no Incentive to 
HOG Celie teCiss ie trie dues UO, tC losers "sO Olt Petes 
eENtteave DevWeen-the “errects of "average and marginal tax 
Rtv erreccny  pPCSivUlve tax COlicy “hageboen cos ttive 
averace and marginal tax raves. “Under a evaranteed income 
Sleuat ron, Cle average wax rarends Zero ave tleu level or 
income at which a family becomes eligible for allowances 
Migcreaeevaranleed income plan, thaveis, vie Ureateven 
Domi. wis unelr incone Talley the averase vax rave, becomes 
negative (since they are receiving money), and ethers mes 
Meow y oo" LICOMme approaches Zero. Oneune, Oumer 
heme, “thie marcinal “tax rate is “PpOsitvive, anorniien, “compared 
to the level of marginal tax rates On the other’ side of the 


break-even point. 


Tees pelow lor amevnods Gl “Tilnancing Tae.extra aivole 
diture nedded under TIRE CNOS EBS SNS 
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Bexeeecanvoe thought sofeas thavinge *twoeseparatevetfects: 
ame iacone ve! hecteandea tsubstitution teifeep. The substitution 
eilecy Ofstaxes ts aneubetituvion oprwerkeror letstresBand is 
neiVected tin thevmarcina] ttaxtratehea That lissethe marginal . 
tea Kee Lemindicatesmaiver-tax return fromean extra ihour.of 
werk.) lnis@inlturntils retlectedtim thelaverage taxerate; 
iresineemeseitect of taxes could be expected to inerease work 
eTioRt, tin Ordertinaw, Posisesiiduie Toetaxnattonacsnoberorrset. 
ine cCesiunvea imcome itax ihasy theretere, Mncomerand substitue 
LVOIMel! Sous Which tend togwork Mi neoppesitecdirections; 
although they may not be completely offsetting. 

If a guaranteed income plan were accepted, the high 
marsinal tax rave-would cause substitution of Leisure for 
work. The effect of a guaranteed income proposal is to 
raise incomes, therefore less work would have to be done in 
CVroer torreMmaiieat tne Same Standard Of, living 2s belore. 

Me cove l Criect would thus be to reduce work effort, 
especially for those who were earning less than the minimum 
income eee oe 

Tis Cisincentive e€rrect Of nie Maret eee teaige:s 
aesumes chat Bie Door pul 4 premium oF lelsureny miovever, 
ine country like Canada, leisure tends 1o bevan “expensive 
commodity. eewareracir ilk should be more aptly named 


Peceeauitoum, This wouldsrend iroshavetatmolisel ting jeriecsy 


eRe Musgrove, The Theory of Public Finance (New 
Norm: MeGraw—Hi dl 19595 pp. 252. 
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om the distincentive, since extra income Ws needed to curly 
part rC pa veri treCanada hs "leisure activities. 
Hetfects on the total work force would not be as 
tom te fas ther avovetseems toindicave A Marce percentage 
Omiube= poor are unable. for reasons’ of age; OM Sa ae IN, eo 
reiely responsibility, to.enter the work force. Christopher 
Green feels that: 
If the past trend continues, the percentage of poor 
families who are aged, have no male head, or have a 
disabled head,- is\Uikely to ‘grow "Wherefore, increasingly 
Une O0Or are those Tor whom good reasons can be Piven for 
not working. If this percentage were to approach 100 per 
Ceno iv mien ce pe DOsSsible to have ana Wlowance tax rate 
Chiesa ss eLOOM ier cent, Ore loses Lor im sri HOULweubSsteniuad Ly 
LeCuUCINe pe amount Of work elrort. 
Another factor which may Create a disincentive to work 
Usetne level of The minimum income guarantee. If this was 
substantially high, there might be families who would be 
PaoiouteO, With, uae tevel* ol Income provided Through trancters. 
A tongue-in-cheek statement by Philip Wogaman states that: 
Guaranteed income as a secure economic floor will make 
LG possible ror mam to’ become what God Wnvended eure to 
become by free response. The fact that many will doubt- 
less abuse this freedom is a risk which God has taken 
in ncrea Line Man wi tne Limst. places 


What would the real cost of this Veduction inswork 


etiorz: it is estimated that the votal income oli une peor 


ee Green, Negative Taxes and the Poverty Problem 


(isiineton,. Dc. Tie Srockines institieion, 9100/), bp. ea. 


a Wogaman, Guaranteed Income--The Moral Issues 
(New York: Abingdon Press, 1968), p. 79. 


eT 
~ ary _ 


' aveyn Sette . Set eh@peitaks odd 
5s mbeted ¢) ohatet-l scegrotitag 
LOW Letot ond od esaerm 


+o. ,ofdand ene tong edi ae 
villidtenpgeen vitmet 
:taH9 else? ceard 


“st teaq ots, 2 

a ele: fe offty eali tne 
‘f <t , beet Bebdpetp 

1 sso0dy7 s%6 390g Sg 

Ssniatew. ton 

‘Hala 22. .3nee 

HOt ef Dats 

sri sih $4 


7 Agana 


' '’ to Level sdo al- 


det yfiletinstedgea 
aviw bef letjes 
vic-nt-sugnod A 
3 | ; | E out pessneecend 
pet feo tech aciopS of wel wet eheeeeone eee 
Ts | fy Wis a Sst st  ,searded gent ve smoaed 
nent 5. tty sheds tf mated?) shit sods geek 
.waty tant sade at oom gilveege’ ae 
Woy tik notiovbor alt) 2m. deoo teey sug elatew Saw 
BOGG. Rie 10 smocnl Lavay 
7 mar. a 


ae 


a e- syots otf aa eget 









= SY = 


ie OO Lge weesbillion dollars, 61.2 per cent of which was 
dermyecUronm lepor, income dwaces ann salaries). y .f the 
disincentive effect of guaranteed income completely nullified 
WOrk elton. the personal income of tne poor would: dal) py 
approximately 1./3.0illion dollars. ~if there were perfect 
Competa tion in tne economy, GNP would tell by the sane. amount. 
Vo Vem woul Oe stile. real Cost (Of suc se disincentive. 
inere ave vounser incenlive eltecrts. involved in 
Cuarantvecd income. lt mLeht wreate wome incentive to ragdise 
Che Oiriuh wate; co might, occur especially among low. income 
Tomi lies. sBVidence indicates sone a8, family income, rages, 
family size ialis i... However, 4 plan which @ives, additionad 
Dewet ies ot Ge Ven level wo income, oRwan 001. Lona 
fanaly member, may reverse this wredationship..« [tc is doupt— 
ieee a Olan crovLdine, Cor example. )500, per addin 1 oad 
Chale perm year would induce aim upper-class Damily, wichean 
come or. $10,000, 4t0 have anouner wehild.. Wet. syoue weedy, 
Wighe very ome ll sineome, woe 6500 may tock very scbracn! yo. 
An income suarantes, could be devised. shaw. would midds 
Ghe AncenvLive tO add vo tne, size of low inComes sue mielLles. 
TODA Se plan 1.8 ene example Of sthiswuy pe Ole oro cosa: 
benebiteeare cradvuedlly or abruptly reduced er members oT 


Cine. Tai fy Woich. Direlng 10 wa DOVese Cera das 1 Femme Ly 


"aeve LULTh Er nt Ormacon Oneel fects on work erfort 
Of sa euiarahtvecu,, |eomesmscceh Ger eouUL ms ner rCOnotrlCes. 01 
Wee rem Londons stacmidian andy vo., Liod., 47th eaition, 


1960), pp. 720-728, 758-767. 


3 


qv 


a.tid 


? 
al 


ert ‘E 





i 56.5 eee, COOL an 
sodat wert pevinsb 
dette eviansont eth 
ett . i709 ls slsow 
‘\.i ylotoulzorqde 
ce ol nefatteqmoo 
nit sd Bisow éhaf 
976 eter 
,anoonl bestnaterg 
-eta1 désid edd 
somobiva .eslitne? 
sute tides 
2 3s ,eiftened 
todmen vi ingt 
aq ela « sods Lut 
IW tESy tod Bifdoe 
060,018 to smoonk 
fame Trav ditlw 


973 dwg smeone - ge 


ibe of svisasont edd 


%° Slascxs ge et josh 





OL = 


DCHOre states that: 


A rigorous scientific demonstration has not been pro- 
vided that income maintenance will lead to a higher 
DirGiwereate or thar it will not. A mew income maintenance 
program would in all probability lead some people, 
including some people who are poor, to have additional 
ChilerenVanbut taisnherfecvmmouldeprobablythe trivieirin 
relation to concurrent developments and not discernible 

Guarsubsequenh popula vion ipieures Pe ibalancinevany smal i 
elfect, a2 substantial income maintenance program should 
sHgnpiicantiy Vimprovetthe cilreumetanced Lor any ®faniiies. 
tieenele children's generauion, av leasv, IG may provide 
ChemeonpevencerfandUclima vevroSCachelve, the family size 
that that generation genuinely wants. 


The major reason for the failure of the Speenhamland 
system was that it offered employers a reason for lowering 
wages. Under, for example, Friedman's proposal, a reduction 
imeneces Ol One Collar causes an ancrease in allowances of 
fifty cents. iIn-eases where an employee has wages that exceed 
one euaranteed income, it is doubtful that employers would 
be any more able to reduce wages than they are now. C. Green 
feels that: 


In industries where the annual wage is less than the 
guaranteed minimum income, resistance to wage Cuts pma y 

be weakened because the guaranteed minimum income assures 
that the workers income would be higher than before. Off- 
setting this effect is the possibility that a guaranteed 
minimum income would reduce the supply of low-paid labour, 
(since some persons would no longer be willing to work 
forthe low wages) thus creating a tendancy to push wages 


Up. 


mee Schorr, "Income Maintenance and the Birth Rate," 
Social Security Bulletin, Vol. 28 (December, 1965), p. 30, 
cited in ©. Green, Negative Taxes and the Poverty Problem 


(Washington, D.C.: The Brookings Institution, LOG) oe Des ic 


ae Green, Negative Taxes and the Poverty Problem 


(Washington, D.C.: The Brookings Institution, 1967), p. 128. 
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Another problem which may also be created by guaranteed 
Micenerolans sts saneincenvive Portemployers vand employees to 
enter into wage agreements. For example, an employer might 
agree to withhold wages so that the employee becomes eligible 
for an allowance. Then at some later date, the employer could 
meturne somethingwless than 100%pertcent offthe withheld wages. 
if=the positive tax®schedule were substantially less) than 

Une Memative vex schedule, oth eould gaint 

On the whole, however, guaranteed income solves 
Manyeouethe problems associatvedswithythesmultitude of plans 
WhUCh exus tee veume, presen. TAlThougitavaranveed income 
also has Probleniseass Cia leCewitinit ,amanye@or these: could 
be csouveds or Hessenectby sSilichimalverationsyin vhesbasic 
plans. 

There are also a number of technical problems which 
ares involved. The basic’ problem consists of Tandingvan 
eduarablepoetination ore income. Se) Mori hetpurposess of@tais 
Ghesisy taxable income and unused deductions and exemptions 
have been used as’ the® base.” However> incomesin® kinds ecirts, 
and non-income: producing assevs present a problem. Por 
example, should a family which owns its own home, and 
recei vec! Zero income from’ ovner= Sources ber sivens the same 
allowance™as a family which a@lsio has* zero income but owns 
its own home? Using the present tax base does not allow 
Porm auch diaterences. Ataxi bases riddled iwithtas: many 
deductionsand. exemptions as that of the United States 


would produce indefensible inequities if a guaranteed 
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income plan which was based on deductions and exemptions 
wereminitroduced.. §ln Canada, we are more fortunate in thar 
CURE laxwOasc Js more equitable under such conditions. 
However, une Canadian tax base could’ be improved. Since 

the taxation system would be used to fulfill a welfare 

goal, a welfare-oriented base should be used. In other 
wonds,mumevlanilyels une appropriate Unit of taxation. Also, 
the family's money income more nearly approximates a welfare 
definition than does cross adjusted income--the definition 
which is now used for income tax purposes. 

Christopher Green feels that the present income tax 
Miseecrminimeaveseaezaimsy the poor, thaw is, neither a family 
OpeLoUr With Tom income, nor a family of Tour with $3000 
MICOnomOy Salve ke OOUNN CUS Hil Uax. rales and tncreases 
Thevnesdoltar value ot exemptions and Standard deductions 
do almost nothing for the poor. Therefore, more equity 
could be produced in the tax system if negative rates were 
PIGPOCUCeC. Ne Suaves una tis 

Mivune nesative tax rate, Or raves were UO be a00Vveua) 
per cent, the poverty income gap should be substituted 
for deductions and exemptions in the tax baSe. Once 
equauy Dlaysesecondeisddlenvolwedta rencrpanti-peverry, 
poets, the arzucmenvy that negative raves vaxauion would 
further rationalize the individual income tax is weakened. 
it would be preferable to use the poverty income gap as 


Gmbassesineceeay. WOULdhprovicgelerecarer equity insthe 
Greatment) OF DOCryicmilies Of Gilt herentmsizess 


acy Green, Negative Taxes and the Poverty Problem 


(Washanetons DeCu:Bitesrrockingshinsti turaengel96/)5 0.759. 


Mis statement is based on Green's conversations with 
Robert Lampman. 
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However, "onevot the acvantages@oursome of athe 
guaranteed income proposals is that they can be easily 
JOlned with Vihe present tax Syevem.=4by bDrimeine inte 
wed tare Stax "unit, “the family, Sequltyrcould balimproved: 
This tax unit would however, bring other problems, those 
Created by changing the Lax MnO naouchoutet ne Mentire 
economy.) There areéstwo factors “whicen may handel family 
members to file individual returns: (1) this problem 
arises because the poverty line for a three member family 
is only double that of a single member unit; and (2) the 
Cumecrepreplem=arices iP the baxerateebelow theebreéakltaven 
Level oreineceme asuosvanulallyvexceedenphautapove thenbresi— 
cven@icvctt: lraetianily vaxsunit dstadeptede thistnay. 

Crea 6] ai nOr INduceMment ’lLO-SsplUGetTheS FamLilyrince Ssmaimer 
units? 

HIs©,  maty= peoples Vespecialiy«thosemin bhemsocia le 
Were esi teldy*icel chav thespresentsvaxabaser atlcoday is 
Prvces> “Coes =nov*+provide enhough* deductions. tomereste,4 
Miasmum’ subsisvence-levedls TI®thastwasttehe orieineal amneod 
the federal income tax exemption, it should be restored and 
exemptions and deductions raised to a level compatible with 
Minimum svubsistence.- Theobald reels thaw: 

An immediately higher level for the exemption would 
Drovebly nov Deswise, fOr i) lees senibia sulle va bihie 


operation or tne=scheme De-eiri tien se Sante nds oad 
mien nov be acherved if vnewinicdalimumberror 


te Theobald, ed., The Guaranteed Income (Garden 
Clty, New York: Doubleday & Company, Inc’, 1966), p. 235. 
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beneficiaries were too high. An overload and consequent 

breakdown of the plan would be disastrous for- confidence 

im the Teasibility of the plan. 

Fluctuating incomes would also create a problem. 
Green eives two examples to show why some form of averaging 
would be useful. If a family who makes an income well in 
excess of their poverty line and Gecides: to take a year orf 
{Cra holiday, financed by past saving, should they be 
eligible for a net allowance? It seems BeasOnable to prohibit 
Negative tax or social dividend payments for such a family. 
Sitewide could be done by Slaving Chaves family's income 
averages more than two or three times Us poverty line, 
over some previous period, it is ineligible for transfer 
allowances. pimildarly, a family's allowance might be based 
on the difference between its poverty line or the value of 
its standard deductions and exCmpuULons end 2¢¢ average money 
income over several preceeding years. If the negative tax 
TaverWerera Single flat figure, it would make little differ- 
ence and averaging would not be necessary. However, if 
there were multiple rates, averaging would improve the amount 
of the payment if the rates were progressive, whereas the 
opposite would be true if the rates were regressive.* 
Obviously, a single payment to alleviate poverty, 


oat Theobald, ed., The Guaranteed Income (Garden 


City, New York: Doubleday & Company, i591 966) 5b. 235. 


“ten Green, Negative Taxes and the Poverty Problem 
(Washington, D.C.: ~The Brookings Institution, 1967), pp. 
105-109. 
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under the auspices of the federal government, would remove 
Problems rconcernineolack Vor “communication and coordination 
between the various agencies and government departments 
Woche nom eceursy ATAlSotlsby making @usine llc Iipayuient \roethe 
Rect plentvekiot Kesative incomertax or Social Sdividend 
taxation payment, all problems pertaining to multiple pay- 
mer comioecashsandnveoucher mormeawould bes@alleviaved!iaithe 
acmvnistravive load would beslessenecdeereatly, “ablowing 
S0Cial workers’ tocconcentrate’ on ‘removing the ‘causes tof 
Peverty, "rather stnhan “spending the amejoracy vor PL hieir Gime 
banddiine tea yments vand@administravive tdetadis. 

Te Ppreocequresuior the payments Olesuchra Teuaranveed 
wecome POrso many mpliioneton people im such aebewi ldering 
Veartety ofeemacumstances wouldsoh Colirse! betextremely 
Complicated, soUuwenOo fore SOWunam Tie ipresent Winvernal Meevenue 
Coco seand@hike thareor thé procréessive personal income ans 
taesprinciplesinvolvedeLbs Sees ANguarantveed icone 
plan, especially a negative income tax, could be easily 
handled through the "positive income tax" branch, the 
Department of National Revenue. With computers becoming a 
par teorheverydaydlite; etheemajoritymotevhe routine mandling 
of payments) VerlLiieat ions} eandeecpouyecculiepetecasml,y 
automated. Total administrative staff would probably drop 


quite drastically as a result of this. In other words, 


Sorat Ayres, "Guaranteed Income: An Institutionalist 
View," in The Guaranteed Income, ed. by R. Theobald (Garden 
City, New York: Doubleday & Company, Inc., 19660), Sorel. 
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after the new system has settled down, administrative costs 
of a guaranteed income would probably be less than present 
edministrativescosts. 

A good; welfare plan should provide income \ at. regular 
intervals and when it is needed. It would be undesirable 
to make the payments once a year and/or a year after they 
avemmeocded. aif Ghere wacra,laceoivagyear, fluetuatine 
incomes would tend to depress allowances when the family's 
macemeeteileandatoOnraise alilowancesewhenstnertamilytstimecome 
roccwumelicoce DOlinteeraises two administrativesprobiems: 

My BhOWnYS weed lcus thew taccthecsdcr ie! thpatdece )whow bonhandic 
peeblems of-overpaymente.s»pin regarduto-the former, many 

of the persons to whom payment would be made would have never 
handled income!tax statements and would have no idea of how 
Oe ORO]6Com ecome.ssalais problem couldgbeshandied byphaving 
Present 480Cial.workerspaidothe poor anypresenting-. their 
Cla i wstanboavOuldnbesnoped thateainesimerthespeor could 

bake OVECRAtNiSbiuncthion themselvesia Theslatbernprobiem 
6ouldebeshoandledains one ongntwoowayss bljeackathe beneficiary 
to make a money refund; and/or (2) Watheeld bepetibs cae 
foliowime  yearscqualytoethe overpayment. 

What would-be the role of present public assistance 
payments »eifeaasiecantecdsincomesprepesaliwere adopted? 
Aithough-guaranteed incomeris designedatogreplacespresent 
transfers, persons now receiving transfers cannot be made 
wopserotb., Undéersaplanstwhich have smadlepaymentss,cfer 


example, Friedman's: negative income tax, certain persons 
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(iiere@elvye less than they did before. THesamount of 

their negative income tax payment will have to be supplemented 
by public assistance. This would create a problem of inter- 
Gependence. That 1s, the amount paid by the public assistance 
agency would depend on the amount of the negative tax payment, 
while the reverse would also be true. Since the poor receive 
at present, and would continue to receive, a large portion 

of their income from transfer payments, these payments must 

be considered as income. The following example illustrates 
the problem. Assume a family of four with no income under 
Friedman's negative income tax. In the first year, the 
expected income would be zero, and the negative tax payment 
would be $1600. Suppose that previously the family was 
receiving $1800. They would get a supplement of $200 from 
eucocCta maVeliavesiagency. ~ in thessecond year, the Tamiiys 
expected income would be $200. The negative tax Rasen 

would become $1500 and the social welfare agency would 

have to contribute $300. This would Contvanvemnelitine 
process stabilized at $1400 from the negative income tax 

and $400 from the welfare agency. The only solution to 

ties oroblem-is to increase, the, deductions and exemoys ous 

(as mentioned above) to ensure that no one becomes worse 

off, or replace the base of unused deductions and exemptions 
With a poverty line concept. Using a poverty line coucepy, 
however, would cause the plan to lose one of its major 
advantages: that or Mitting= neatly (inves thelpresent tax system. 


Under a’ plan which was based on’ poverty lines, a small 
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fey Ment pe iy the posttion of Deine DOT taxable and 
elvivler ior allowances. "It Veeto be moped, Of course, 
Wet as Prices end the standard of living increase, guaranteed 


income payments would increase proportionately. 





Theobald's BES proposal raises other problems, notably 
Weaunon (OF financing. One “alternavive would’ be»s special tax 
schedule which would raise the required revenues. The most 
Poeteal choice Of Schedule would be a proportional one. If 
je were repressive, it Would contradice tne ability-to-pay 
principles. On’ the Otner= hand, it it Were progressive, 
e0Gtae bish@marzinals finance tax rates onvo the present 
Mareinal positive tax=rates on*upper income groups may weld 
fead to total marginal tax rates approaching or even exceeding 
TOOT Per Cent. = This=would no* doubt have undésirable=incentive 
eitecrs Ol work Cirort. Teewould ve possible to lump together 
allowance, Tinernee, and income vax schedules and apply wnem 
Pomeat afrecu Upon income base. On Gne® other hand, if *tmere 
Were some GiltTiculty in agreeing on a common income meacure, 
Uiere Could De UWO separate Sschieautes. “le. om cn sue eer oc 
a ilat 40 per cent rate on al11 income” (based on 1963" datas 
to bDe-applyed to tfinancevall government expendicvures, 


BEC GaL (ie val ee ax uals benlosais vo replace Che present tax schedules 


Face SMilvi. A cimplit ied Approach to social Wedlere. 
Canaciag, Tas Journ Vol. 13.) Mave wines 1005). 5. 261. 


Hor i eta! Com LOMO Theancing, see 0, Upeen, 
Negative Taxes and the Poverty Problem (Washington, D.C.: 


Tee Srockines winsti tution, ..90/)5 bp, L4O=15/. 
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Another disadvantage of Theobald's BES is the 
"notch" problem. One of the major requirements of any 
guaranteed income scheme is that it be equiva lereithat is, 
does it treat families who are alike in socio-economic 
Status equally? As can be seen from Table A-27, Appendix 
ASHBES ishnot always equitable. As a family approaches the 
break-even point, the 10 per cent premium often places the 
family above a similar family that is slightly above. the 
break-even point and therefore not eligible = for: BESrobOne 
method of remedying this problem is Suggested by Schwartz 
(see Table 342) ety Byaineréa singathes intomertaxsratecas Bhe 
break-even point is approached, the "notch" problem is avoided. 
Theobald's proposal could be modified to reach the objective 
COpcOUleymbyitittine a family to 90 Derrcenv Ol their prealk— 
even point and then allowing a 10 per cent prenium, Unror 
example, a family of four has a break-even point lor $3200. 
When the family has an income of $1500, they receive $1380 
to lift them to the "new" break-even point of $2880, plus 
$150 (10 per cent of their earned income). If the family: 
had an earned income of $2880, they would receive the 10 per 
ecentespremium only; ean ide them a total income of $3200, at 
which point the positive tax schedule would take over. At 
any point between $2800 and $3200, they would receive a 
smaller and smaller premium, which would lift them only as 
far as $3200. This would preserve equity. 

Although the load of redistribution would fall 


quite heavily on the shoulders of the federal government, 
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in compensation, the provincial and municipal governments 
would be relieved of a large drain on their resources, as 
well as freeing many persons for work in other areas. 

Obviously, there would be a real cost in both time 
and*nioney-during the changeover from one system to the 
ouner VS Thiseeould be peducea@in the following manner. 
Allow all persons who are not receiving any transfer payments, 
yet who are qualified for the guaranteed income pden, eto 
begin the changeover.) 8 Tnek4nitddl organizational problems 
could be smoothed out during this perioge CAtverhahese 
persons a PeVrecei VingiaheiPrpaymentss incorporate, one by 
one, persons who are now receiving Old Age Pensions, Family 
Allowance, and so on. In this way, confusion and costs 
could be minimized. 

One particularly interesting experiment is under 
way in the United States, the results of which will help to 
solve some of the problems involved. Various forms of 
negative Ancometrakiare beine paideto approximateiyed , 000 
low-income family heads in the state of New Jersey over a 
pares Vearyperiou .Vewhel resultsecrethisaexperimenbrwana 
indicate the practical feasibilities of implementing different 
systems of negative income tax. 

In this thesis we have been dealing with urban and 
Pore INnonsfarmnd ramidges{educ Winlpartgrtoithe di¢gfieudtdes 
of measuring farm income.. Also, not all transfer payments 
have been under discussion. However, guaranteed income could 


bheoretically be expanded to replace, in whole or in part, 
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all transfer and subsidy payments. For example, COrice support 
PROPrams=ave-a Type Of “transfer payment for the farming 

SCC ROUPOR the teconomy. “if these “supports were removed, 

many farmers would have inadequate income; indeed, many 

have inadequate income with price supports. They would 
Unenmbe te bieible: Tor negative tax, or social dividend 
allowances. Agricultural prices would become market deter- 
mined ands arr icuLvurad products would become cheaper. 

This thesis has examined only a very small portion 
ef the effects which a guaranteed income could have on the 
cepa econony. “here are Other aspects which could and 
Should be examined. Hor example, in the allocative and 
distributive sphere, a guaranteed income could have profound 
effects on demand patterns. Also, guaranteed income may 
ne GemUoloU ra Oo Cech tects | iakingeas sociological pone oi 
VIEW, Personal orientation to and expectations of society 
may Chengesradicaliy. 

im conclus ton 1b cam be Seen ther eusranveccsimcone 
proposals could solve some of the major problems associated 
with the present Canadian system of transfers. For example, 
the effective lOO per cent tax rate would be removed, and 
there would be less chance of persons being ineligible for 
asseisvance due to the fact that. they do’ not. fit ianvo cone oT 
the prescribed categories. While guaranteed income does 
ereéate 10S own unique problems, the majority of these are or 


an administrative nature and could be solved’ 
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tnis councey hassmade an implied committment to 
euemcMecempere one leincome by havinesanyesort. of tbransirer 
Deeeranmtateat iby Visine one of tne above proposals; the 
distribution of income in Canada could be improved.» As 
Coie amOnes Omsbler COs lsuot the country, 2s sel our byatne 
MCOnOMmI CG Councit=or Cansdal;sand Since: many ofsthe proposais 
are well within the means of the government, we have the 
duty COerec stribuvesancomew in the most erricieny. way 


possible--through use of a guaranteed income plan. 
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Appendix A 


Mewes Geubasica lly taree sere eetmables included 
im this appendix: Tables A-1 to A-9; Tables A-10 to A-@1; 
and Tables A-2e2 to A-33. 

iWimniew i rem seueor tables .elanles f40 co f-o are 
alissimijar! dentate (of) ieetrom uno lested Gata from the 
Vominion Bureau of Statistics, el961aCensus; Column (3) is 
taken trom Table 4-1; Column (4) is Column (2) times Columm 
(32 = Column) (5)@is also from unpublished Census data from 
Bnewlomnion Bumeaulof Statistics: and Columm (6)eis Column 
(AN cimes Colum (598 

Gia Che Second and third sets of tables, Tabdiles A-10 
to A-20 and Tables A-22 to A-32 are basically alike. 

Column #2) is@cakenifrom Column (4) of the réspective family 
Pcoupiige in Tables f=) tosk-6.. Colinas leis derived from 
the formmulaley Ghe bottommofecacheapagesnacolumn (4) is 
Columae ©)9 plmgs, Column (3): Column (5) is %taken from 

Column (5) of the respective family group in Tables A-1 to 
A-6 and separated into broken and non-separated subdivisions 
through use of TabtevA-9-° “Column (6) %ise—Golumn (2) times 
Column (5).4 Coltmny(7) is Column (3) timés Column (5). 

In deriving the amount of transfer, under Friedmants 
negative income tax, it is assumed that the valid deductions 
and exemptions are as follows: $1,000 for the head of the 
house; $1,000 for his wife (to preserve equity); $550 for 


a child; and a standard $100 medical deduction. 
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Table A-7 

Total Income Excluding Transfers 
Canada; 1961 

peters te tere ere ete ee ewer 


Income Class No. of People Total Income 
($000,000's) 





Without Income 123 3659 = 
Under $1000 2,077 7505 629 
$1000 - $1999 216,076 veg 
$2000 = $2999 Pyotl ses7 780 
$3000 - $3999 Pct os 2k Soil 
$4000 - $4999 2,219 558 ZIGes 
$5000 - $5999 ile gientsyazi 2,830 
$6000 - $6999 Te #500 2507 
$7000 - $7999 918,278 ACeC 
$8000 - $9999 1,008, 440 epee 
$10000 - $15000 A foMiges Bes 
Over $15000 F305 2,489 


Ove Le, 734,985 ee oo 


Derived from: Tables A-1 to A-6, above. 


Average Income: iby esteR A 
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Table A-8 
Tove = nC once ic wow. Vrenctecs 


Canadas Voor 





Income Class No. of People Mota l~incone 


($000,000's) 


Without Income 128, 859 = 
Under $1000 899,534 342 
$1000 - $1999 1,177,969 847 
$2000 - $2999 oe ol 1,463 
$3000 - $3999 eon ae 2,609 
$4000 - $4999 2 302,552 Syke: 
$5000 - $5999 Ove een 2,966 
$6000 - $6999 en le Saiela 2,408 
$7000 - $7999 918,273 1,886 
$8000 - $9999 1,008,440 2,405 
$10000 - $15000 (ones eo seh 
Over $15000 373,058 25 aG 
roa ees (Soe lo fae Jays 


Derived from: Tables A-1 to A-6, above. 


Average Income Secon 
Total Transfers 12638050 
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Table A-9 


Brome Vani esiascaneca wmeCol 


Income Claes Per Cent Broken 


Without Income 37 
Under $1000 Se] 
$1000 - $1999 a Oeste 
BE0@0 = $2999 We 7 
$3000 - $3999 8.2 
$4000 - $4999 5.8 
$5000 - $5999 4.7 
$6000 - $6999 4.5 
$7000 - $7999 1. A 
$8000 - $9999 4.5 
f10000 — S15000 1.6 
Over $15000 1.2 





Source: 


Dominion Bureau of Statistics, 1961 Census of 
Canada. Vol. 4, Population Samplesy Published by 

the authority of the Minister om lrage and Vomier ce, 
(Ottawa: Queen's Printer, 1961), pp. C6-1 and C6-2. 
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Table A-21 
Income Distribution Under Friedman's 
Negative Income Tax 


LO ii sh a ee ae 


Income Class No. of People Total Income 





( $000,000!s) 
ee ee en Se eee ee ewer ee 00050001 sine 


Without Income 0 O 
Under $1000 857,274 630 
$1000 - $1999 eno Gos ou 931 
$2000 - $2999 ye eek 1,000 
$3000 - $3999 CEO eG le 2,605 
$4000 - $4999 2 Oe 2 2,926 
$5000 - $5999 L9( 43020 2,030 
$6000 - $6999 I ee PN eOu 
$7000 - $7999 Clee ore ecce: 
$8000 - $9999 1,008, 440 2,329 
$10000 - $15000 776,533 2,325 
Over $15000 BGR 2,488 


Total 14,734,985 22,193 


Derived from Tables A-9 to A-19, above. 


Average Income: $1,506 
Cost, to the government, 
of Negative Income Tax: $938 million 
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Table A-33 


Tacome Distribution Under Thechaldts 


BES Proposal 


Micome Clacs Noe 





of People Total Imecomne 
____( $000, 000's) 





Without Income O O 
Under $1000 O 0 
$1090 -- $1999 Ls Rae eaKS ee 
$2000 2909 ee oe sor pil Sy) 
$3000 - $3999 1,982,093 2,396 
$4000 - $4999 4,004, 716 1 245 
$5000 - $5999 | ihaciueenh 2, 830 
$5000 - $6999 19347, 566 2307, 
$7000 - $7999 pas, 276 ike 
$8000 - $9999 1,004, 440 26 
€10000 - $15000 Pieness 2ySe 
Over $15000 373,058 2, 488 
Total | ) 14,734, 985 23,258 





Derived from: Tables A-21 to A-32, above. 


Average Income: eh Sk aMs 
COS asuOnL ney COV eiLimen iy, ee 
of tne BES Proposal: Sor OCOm mala on 
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Appendix B 


The estimate of expenditures on Social Welfare 
Pec pee ego ten S430 militon dollars. Table A-8 
estimates total transfer payments at 1,680 million dollars. 
The major reason for this discrepancy is that the estimate 
dha OS oiler 7s: Dress only payments to urban and rural non- 
farm persons. | 

The rural population in Canada makes up 21 per cent 
of the total populace, and 39 per cent of the low-income 
sore sees Cora Old Age Assistance and Old Age Security are 
collected by persons over 65. Assuming that older persons 
aremOteyribuvedseventy throughout the population, rural 
erence vuressonmunese items toval @lvper cent of all payments 
NeMceweoinlariy., Aid to the Blind and Disabled, Fanily 
Allowance and Child Welfare, and Veteran's Pensions and 
Allowances have 21 per cent of their total expenditure 
reaching the rural population. 

However, Social Aid, Supplementary Allowances, 
Unemployment Insurance and Assistance, Workmen's Compensation, 
andamuUmieipad expenditures On assistance, are wecelved by atic 
low-income population; therefore, 39 per cent of these 


expenditures are received by the rural population. 


t Dominion Bureau of Statastics, incomes of Cangodens, 
bye Jenny Ry Podoluk. One ofa series sol studies invivne 1961 


Census Monograph programme (Ottawa: Queen's Printer, 1968), 
Paowee- 15 Dake 
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Expenditures categorized as "Other" in Table 2-3 
are excluded from this estimate since they are not direct 
payments to persons, but rather expenditures on such things 
as orphanges, old folks homes, and foster homes. 

Ta0ve B-l indicates removal of rural expenditures 


TOommucesce timate of Table 2.3. 


Table B-1 
Expenditure on Social Welfare, Bx ud ne nurs Pa yinenue 
ci levels sor Government, Canada, 1961 


EC re a 


Expenditure Per Cent RuralAmount Rural 
($000,000's) 


Old Age Assistance & 





OVO Se) Secu irises 669 21 141 
Aid to the —Biernd V6 el 2 
Aja to Disabled 36 21 8 
Family Allowance 587 cay 133 
Veteran's Payments 245 2 55 
HOC verue Ald ac 
Supplementary Allowance 68 39 26 
Unemployment Payments & 
Workmen's Compensation 680 39 265 
Municipal Expenditures 96 39 37 
2, 388 663 
Non-Rural Expenditure eS) 








i> can be sé€én that this, fine ticure oft. 725 cna 


tousless than 3 per Cenuwerror: iOm tie vesviiaver Ou ao. ete. 
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